THEY SAW RAILROAD HISTORY 
MADE THAT DAY 


OUNGSTERS weren’t the only 
ones who stared with open 
mouths that day. A new kind of 
train was coming through at a hun- 
dred miles an hour, and a half million 
people lined the tracks to see it pass. 

They saw a silver bullet streaking 
across the 1015 miles from Denver 
to Chicago without a single stop; 
they saw history in the making. 

That streamlined train of steel, 
forerunner of many others, drama- 
tized the fact that railroads are “go- 
ing places” today. As the world 
moves ahead they are keeping pace. 

The iron horse becomes a steel grey- 
hound that eats up distance with 
incredible ease, comfort and safety. 

Remember when it used to take 
the better part of a week to cross 
the continent? Today you step 
aboard a train at Chicago and whisk 
the 2228 miles to Los Angeles in 
52 hours. You cover the 431-mile 
jump from Chicago to St. Paul in 
389 minutes... the 488 miles between 
Chicago and Omaha in 480 minutes. 

Over the length and breadth of the 
land, speed is the order of the day. 
Running time between New York and 
Chicago is at the rate of 961 miles in 990 
minutes; between Boston and Providence 
43.8 miles in 44 minutes; between New 
York and Washington 226% miles in 
225 minutes; while the 86 miles from 
the North Philadelphia Station to New 
York are clipped off in 82 minutes. 
Freight trains, too, have felt the urge 
to hurry, and there is overnight service 


now on many runs that once required days. 

Hand in hand with this advance in 
speed has gone a marvelous record of 
safety. Not one single passenger was 
killed in a train collision or derailment on 
an American railroad in the year 1935. 
The railroads have had to economize 
through the great depression, but never 
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at the price of safety. 

As the railroads prosper, United States 
Steel prospers, for we are both their 
largest supplier and their largest custom- 
er. Our metallurgists, laboratories, and 
plants are working now on the new and 
better steels that are demanded in the 
new railroad era that has so well begun. 
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What the S E C Is Doing 


E are constantly receiving letters 
from readers in connection 
with various phases of S E C’s 
activities. Many of these letters are 
dificult to answer, not because of the 
particular point raised, but because 
there is evidently a misunderstanding 
of the Commission’s fundamental duties 
and objectives. In order to refresh our 
own and other memories, over-taxed by 
New Deal legislation, it might be well 
to review briefly the laws which S E C 
is charged with administering. 

These laws are three in number— 
The Securities Act of 1933, the Securi- 
ties & Exchange Act of 1934 and the 
Public Utilities Act of 1935. The latter 
may be dismissed for purposes of this 
discussion, for it is not functioning and 
will not do so until the Supreme Court 
has passed upon its constitutionality. 
The Securities Act of 1933 has as its 
primary objective the regulation of new 
security issues and the protection of 
the buyers thereof. The Securities @ 
Exchange Act of 1934 was designed 
primarily to regulate the trading in se- 
curities and for the protection of those 
who buy and sell. 

In carrying out these objectives the 
first line of attack has been to force the 
disclosure of adequate and truthful in- 


formation. This is on the theory that 
if a man knows all about what he is 
buying, he can hardly blame anyone 
but himself or an Act of God if he 
loses money. For new securities, S EC 
prescribes many details of the form of 
prospectus; for seasoned securities it 
insists upon a detailed registration state- 
ment which must be filed before a 
security can be traded upon a national 
securities exchange. Don’t think for a 
moment, however, that the Government 
through SEC passes upon the merits 
of any security; the duties of SEC 
emphatically do not include appraisal. 

By and large, S EC has been success- 
ful. Charged with administering far- 
reaching statutes, going to the very 
brain center of the country’s economic 
life, it could easily have resulted in 
disaster. Instead, by sane administra- 
tion, the investor obtains a large mea- 
sure of the 100% protection that was 
sought, many abuses in the security 
field have been eliminated, while legiti- 
mate business is rapidly losing its fear 
in the discovery that it can raise new 
capital and refund with little more in- 
convenience and expense than formerly. 

Unfortunately, SE C’s success does 
not as yet cover the whole front. Under 
control, it has stock exchanges and the 


issues traded thereon, together with the 
vast majority of new security issues. 
It has, however, made little progress 
with that vast quantity of stocks and 
bonds which are traded over-the- 
counter. True, it has achieved registra- 
tion of over-the-counter dealers and, 
hence, has some meager information 
about the men and firms carrying on 
the business, but it has nothing on file 
about the securities in which they deal. 
Nor does it seem altogether likely that 
any practical method will ever be de- 
vised to control the great majority of 
these securities as closely as fully-listed 
issues are now controlled. Because of 
this, and sensibly recognizing that half- 
a-loaf is better than no bread, SEC 
recommends that Congress permit 
within limits unlisted trading on ex- 
changes. This means that at any rate 
control could be exercised over transac- 
tions in these securities, though full in- 
formation about the company itself 
were not available. 

A capacity to compromise, to recog 
nize the impossible, is perhaps the most 
reassuring feature about SEC. Fully 
successful elsewhere, it is certain to get 
further with the great over-the-counter 
problem than if its rulings were made 
in a spirit of fanatical idealism. 
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Seldom seen by a layman-ex- 
plorer in the land of Steel, are 
its tiled-floor citadels of power— 
vast motor rooms where rivers 
of electrical energy surge forth 
to turn gigantic wide-strip mills 
from which steel flows like 
water. 

For a dozen of these most 
heavily powered mills, supply- 
ing sheets to make all-metal 
bodies for the modern automo- 
bile, 


nished motors, motor generator 


Westinghouse has fur- 


sets and other vital power and 
control apparatus. 


Hi ara 


Nor is it by mere coin- 
cidence that Steel looks 
to Westinghouse for a substan- 
tial share of its electrical re- 
quirements. The first electric 
motor ever to be installed in a 
steel plant was built by West- 
inghouse! The first main-roll 
drive, the first reversing mill 
equipment, the first A. C. 
adjustable speed set, the first 
fabricated D. C. Motor... these 
among other feats of steel mill 
motor engineering Westing- 
house pioneered and spon- 
sored. With every new 


50 YEARS OF GROWTH 











A production aisle in the Westing- 

house shops at East Pittsburgh, 

manufacturing motors and motor 

generator sets for mammoth hot 
strip mills, 


advance, not only in 
steel processing but 
throughout the whole broad 
field of industrial electrification, 
Westinghouse has been closely 
identified. 

Such an identity is typical of 
Westinghouse enterprise over 
50 years in many fields... 
requiring the utmost in engi- 
neering vision, large-scale manu- 
facturing facilities and a 
constantly ripening experience. 
Westinghouse Electric & Man- 
ufacturing Company, East 
Pittsburgh, Pa. 
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The Trend of Events 


NO PRICE INFLATION F business men gen- 
INDICATED | erally expected 

either an imminent 
inflation or any considerable rise in prices over the near 
future, what would they do? Answer: they would dip 
heavily into available cash and buy raw materials and 
supplies considerably in excess of current needs. That 
they are not doing so is shown by the year-end balance 
sheets of scores of corporations now available. 

On an average for a number of large and representa- 
tive companies, inventories carried at the close of 1935 
were only approximately 5 per cent larger than were 
carried at the end of 1934. Since the price of raw 
materials advanced more than 6 per cent during the 
year, this suggests an actual slight reduction in the 
physical volume of inventories; and since the active 
business of the final quarter of 1935 called for gener- 
ally larger inventories than were needed at the close of 
1934, the figures further suggest that in the aggregate 
corporations tended to turn over inventory faster rather 
than increase it. Where there are exceptions, most can 
be traced to pronounced business gains, requiring larger 
supplies of materials, rather than to price factors. 

This absence of abnormal forward buying is a healthy 
sign of business strength and stability, contrasting 
sharply with the abnormalities of 1933 and 1934. 


RATES railroad passenger 

rates ordered by the 
Interstate Commerce Commission in a five-to-four deci- 
sion presents two questions. Is such a step within the 
proper scope of the Commission’s authority? Will it 
stimulate passenger traffic? 

In our opinion, the answer to the first question is 
that the order represents a blatant perversion of bureau- 
cratic authority and that on this point the dissenting 
commissioners were correct. In its authority over rates 
the Commission’s primary function is to protect the 
public by seeing that those rates are not above a reason- 
able maximum. To cut rates not because it believes 
they are unreasonably high, but because it thinks lower 
rates will stimulate passenger traffic is a distortion of 
this authority and an obvious trespass upon the domain 
of private management. It is a long jump toward Gov- 
ernment management, not by public wish or decision, 
but by bureaucratic usurpation. From Government 
management how long is the jump to Government 
ownership? 

As to the effects of the new rates on traffic, opinion 
will differ. These rates have been in effect on west- 
ern and southern roads for some time and have stimu- 
lated travel, but the precise results can not be mea- 


RAIL PASSENGER . ‘HE drastic reduction in 
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sured because the West and South have had a greater 
percentage of economic recovery than the East. It is 
significant that the railroads which favor the low rates, 
including the Baltimore & Ohio in the East, are roads 
which have relatively light passenger business and 
which, therefore, have little to lose in gambling with 
a promotional rate. 

On the other hand the three opposing Eastern roads 
—the Pennsylvania, New York Central and New 
Haven—last year had 38 per cent of all the rail pas- 
senger revenues of the country, and passenger revenues 
accounted for 18.3 per cent of their total operating 
revenues as compared with only 7.6 per cent for all 
other railroads. It is open to serious question whether 
the answer for these three lines is lower rates, which 
will mean heavy losses at least for a considerable 
period, or further business recovery. 


—_ 
TAX ROPOSALS for abolishing the 
EXEMPTS tax exemption enjoyed by 


Government obligations bob 
up periodically and just as regularly subside. They 
are up again, specifically as regards Federal securities. 
The idea is sound in equity and there is no practical 
necessity in present conflict with it. To exempt a 
particular form of wealth is indefensible except on the 
ground of revenue exigency or broad public benefit. 
It is contrary to the principle that taxation should be 
adjusted to ability to pay, for it is emphatically those 
citizens who are able to pay who are spared from taxa- 
tion by this exemption. Tax exempt bonds are notori- 
ously the resort of persons of large wealth who are, 
quite properly, seeking to keep their tax bills as low 
as possible. But large sources of revenue are thus cut 
off, and consequently the burden of taxation is increased 
on other forms of property. In general the effect 
of exemption is to ease taxation where it is easily 
supportable and make it more burdensome where it is 
already grievous. Outstanding tax exempt issues, how- 
ever, constitute a contract between the Government and 
the investor which must not be repudiated. The pur- 
pose of exemption was to encourage the demand for 
Government obligations for the purpose of facilitat- 
ing the flotation of loans—originally at a time when 
such a premium was an important aid to Federal financ- 
ing. The Government thus acquired funds that other- 
wise would have been more costly. It is manifestly 
a form of repudiation to withdraw the consideration 
that accomplished this end, one which might have de- 
plorable consequences in some future emergency. But 
as for new issues they should be exempt even at the 
probable price of higher interest rates. 


—_ 
PANAMA IS HE new treaty with Panama 
FREE removes the last vestige of 


impairment of that Repub- 
lic’s sovereignty growing out of the construction of the 
Panama Canal and the creation of the Canal Zone. 
Inhibition of the right to use military force in maintain- 


ing essential order in the bordering regions may con- 
ceivably be awkward, and even perilous to the canal; 
but on the other hand it is a step toward regaining the 
good will of the people of that republic, which is more 
important to the protection of the canal than the right 
of intervention. Moreover, the essential objectives of 
that right are agreeably retained through the provision 
for co-operative action in emergencies. The larger 
significance of the new understanding is in the direction 
of the good neighbor policy toward our Latin-American 
neighbors which President Roosevelt has so consistently 
followed. If those states with which we have espe- 
cially delicate contacts feel that they have nothing with 
which to reproach us, all the others will be more 
inclined than formerly to accept at its face value our 
truly friendly and helpful disposition, which has 
always been the intention of our people, even when 
our nation or our manners were susceptible of less 
creditable interpretation. 


~~ 


S this is written daylight has 
scored a gain of more than 
23 per cent since the start 
of the year, for the day is now 11 hours and 32 minutes 
long, as compared with 9 hours and 17 minutes on 
January 1. On March 18 begins the vernal equinox 
with day and night each 12 hours long; and two days 
later on March 20 at 1:58 p.m. spring officially will be 
here, regardless of whether you can detect any differ- 
ence in the weather between 1:58 p.m. and, say, 
L235 ‘pan. 

What has this got to do with business? A great 
deal. The winter in many sections has been the most 
severe in fifty years, hampering traffic by rail, highway 
and air; slowing down consumption of gasoline and 
demand for automobiles, thus restricting the motor 
industry’s purchases of steel; hampering retail trade: 
and aggravating the seasonal lull in construction. Al- 
ready the weather has moderated, and business, like 
the robin and the first crocus, signals the approach of 
spring. Motor production has started up. Residential 
building shows more vigor, with prospects of estab- 
lishing, during the next few months, the highest volume 
in recent years. Retail trade is already on the uptrend 
and confidently prepares for widespread Easter buying. 
Activity in these key lines of consumption is naturally 
finding reflection in many other industries. Railroads 
are carrying more freight, and buying more railroad 
equipment than they have in years. From all indications 
the sap in business indexes will rise substantially over 
the next few weeks. 


SPRING AND 
BUSINESS 


—_ 


UR most recent investment 
() advice will be found in the 

discussion of the prospec- 
tive trend of the market on page 618. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions, elsewhere in 
this issue. Monday, March 9, 1936. 


THE MARKET 
PROSPECT 





BUSINESS, FINANCIAL and INVESTMENT COUNSELORS 
1907-“Over TFwenty~Cight Years of Service”~1936 





THE MAGAZINE OF WALL STREET 








lov 
tra 
her 
ing 
wit 
losi 


anc 


the 


for 





st 


EET 








As I See It 


—~ By Charles Benedict 


A Diplomatic Victory for Mussolini? Hitler? Japan? 


ERMANY is again on the move. The 
failure of French diplomacy has its 
roots in a lack of generosity and in a 
selfishness which blinds France to the needs of 
any other nation. Although endowed with a 
brilliant and logical mind, Marianne is very 
short-sighted, and the range of her vision ex- 
tends only to the boundaries of France. She 
concentrates on her own needs and require- 
ments and manoeuvers to gain her own ends 
to the exclusion of her friends and enemies 
alike. Her lack of stability always makes her 
an unknown quantity. 
She has failed Musso- 
lini. She has proven 
vacillating and unreli- 
able as far as England 
is concerned. Desiring 
another string to her 
bow, she flirts with Rus- 
sia, making promises she 
probably can never ful- 
fill. Is she really domi- 
nated by a fear complex 
or did she use this de- 
vice merely to get what 
she wanted,—and then 
finding this role suc- 
cessful, continued to 
harp on it until it has 
actually become a part 
of her psychology? 
France is like a 
woman who loses her 
lovers, which she at- 
tracts by the glamor of 
her personality, wear- 
ing out their patience 
with her intrigues and 
losing their confidence 
by continuous flirtation 
and unfaithfulness. 
It was inevitable that 
the law of self-preserva- 
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The Two Dictators 


tion should put Germany on the defensive 
and under the circumstances in a position to 
benefit from the mistakes of France. Not be- 
ing a member of the League of Nations, she 
had no part in the Italian-Ethiopian contro- 
versy raging among the members of that au- 
gust body. It is quite certain that when 
Hitler set out to rearm the forbidden territory 
of the Rhineland on March 7, he had complete 
faith in its successful outcome. 

Apparently, there is now an understanding 
between Hitler and Mussolini which will give 
the Germans control of 
Austria—and another 
understanding with J ap- 
an which will nullify 
the efficacy of the re- 
cent Franco-Russian 
treaty. The intelligence 
of the new German di- 
plomacy was evident 
when Hitler, in his 
speech, told the Reichs- 
tag that he was sym- 
pathetic with the needs 
of the thirty-five million 
Polish people for an out- 
let to the sea, even 
though this corridor ran 
through German terri- 
tory. In one fell swoop 
he makes a friend and 
ally of Poland whose 
usefulness in a war with 
Russia, her traditional 
enemy, is of practical 
importance. 

Germany was in a 
fortunate position when 
the Italian-Ethiopian 
impasse occurred, in 
that she was not a mem- 
ber of the League of 

(Please turn to page 677) 
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Are Stock Prices Too High— 
or Not High Enough? 


py fi. T. 


T is not surprising that more and more people are 

asking, “Is the stock market too high?” They 

see the Federal Reserve Board raise margin re- 
quirements, obviously a precautionary gesture. 
They hear Chairman Landis, of the S E C, publicly 
express forebodings over signs of increasing specula- 
tion. They note the apparent bewilderment with 
which Mrs. Franklin D. Roosevelt in a syndicated 
newspaper column observes that she 
is “beginning to wonder if all the 
legislation in the world will ever 
enable people to invest their money 
for any really good reason” and 
that she wonders “if anyone else 
gets the impression from reading the 
newspapers that there is little rhyme 
or reason to the going up or com- 
ing down of the market.” 

Clearly, some in high places are 
also wondering whether the market 
is too high. Well, is it? For a sane 
perspective, two primary things 
must be remembered. First, when 
people talk of the stock market they 
are talking of 1,192 stocks listed on 
the New York Stock Exchange and the variations in 
these stocks, as to current value and prospective 
value, are almost infinite. To say that all are too 
high or too low is a patent absurdity, as. meaningless 
as proclaiming that 1,192 individuals are too tall or 
too short, too fat or too thin. 

Second, the average height of the stock market, 
like the height of anything else, depends upon what 
you compare it with. If you measure it py looking 
back at the average prices of July, 1932, or March, 
1933, the market is very high. If you compare it 
with the level of September, 1929, it is now very 
low. Each of these measuring rods is extreme and 
abnormal, but they do suggest a more rational sta- 
tistical method that should be helpful in providing 
perspective. 


The Present Price Level 


For this purpose we pass up the selected “averages” 
and take the average price of all shares listed on the 
Stock Exchange. On March 1, that was $38.71 per 
share. On March 1, 1933, it was $15.20 per share. 
In three years of recovery the market lifted this 
composite price by $23.51 per share. In two months 
of the 1929 crash it went down $24.51 per share. 

Look at it from another direction, going back to 





MILLER 


the summer of 1931. Deflation was in full tide. 
Investors were heartsick and speculators thoroughly 
beaten. Was it possible, they wondered, that prices 
could go any lower? Well, at the composite price of 
$38.71 per share today the market, after three years 
of irregular recovery, is back where it was then. 

Suppose we forget that peak level of September, 
1929, and its per share average of $89.13 when specu- 
lation had gone crazy and brokers 
loans exceeded $8,000,000,000. In- 
stead, let us look back to the year 
1925. That would seem a fairly ra- 
tional “normal” against which to 
make comparisons. The Stock Ex- 
change figures show an average per 
share price of $64.61 for that year. 
To equal that figure the present mar- 
ket would have to advance by nearly 
67 per cent. 

But, it may be objected, the mar- 
ket has run ahead of business. So 
it has, but it usually does. If it 
didn’t, there would really be no 
rhyme or reason in speculation. Is 
it foolish in forecasting extensive 
further recovery? Again, a rational perspective is in 
order. As this article is written the latest compilation 
shows our index of business activity—adjusted for 
population growth—at 73.4 per cent of the 1923-1925 
average. It will have to advance more than 36 per cent 
from here to attain the 1923-1925 level and consider- 
ably more than that to reach the 1928-1929 level. 


The Business Prospect 


Assuming that in the next year or two we will 
experience this further gain of 36 per cent or more 
in business activity, has not the stock market amply 
discounted such expectation? Some stocks may have, 
but on the average the market has not—because the 
difference between 73 per cent activity and 100 per 
cent activity is not a difference of 27 per cent in 
corporate profits but, in efficient corporations, a 
profit ratio many times greater at full operations than 
at 73 per cent of capacity. 

It need hardly be said that on this matter of the 
“pay point” in business enterprise the variations from 
industry to industry and from company to company 
are enormous. But it is fair to examine it on an 
average basis, since we are examining the question 
whether the stock market is too high also on an 
average basis. 
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The fact is that an average of all corporate profit 
reports made in income tax returns will show that 
business merely succeeded in breaking even on the 
volume available to it in 1934 and on last year’s 
improved volume earned only an estimated $1,375,- 
000,000 or about what it earned in 1930. That com- 
posite figure for 1935 was only a little more than one- 
sixth of the earnings of 1929 and about one-fifth of the 
earnings of 1926. 

Now, of course, it is not 100 per cent certain that 
we are going to have a recovery that will carry us 
back to the level of the last boom, but very little 
in this world is 100 per cent certain. It is probability 
that one must deal with; and with allowance for 
such familiar troubles as political uncertainty, the pres- 
ent war threats, which we doubt will eventuate in any 
early hostilities, strikes, the absence of international 
currency stabilization, etc., the probability is that re- 
covery will continue, subject to temporary interrup- 
tions, until it has carried us back not only to the high- 
est past level of business activity, but to new highs. 
Anything else as the ultimate result would deny all 
American experience, ignore the needs of a still grow- 
ing population and stamp as futile a technological 
progress still in its infancy. 

All of which means, in our opinion, that on any 
reasonable conception of what constitutes normal 
American business and normal corporate profits, 
recovery not only is not near the limit, but has little 
more than got off to a good start. 


The Tax Burden 


How about taxes? Inevitably and regardless of 
modifications, there will be no turning back from the 
social reforms to which the country is committed. 
They will cost money and business will carry a large 
part of the burden. Will not this preclude a normal 
recovery of corporate profits even if we have a full 
recovery of business activity in the several years to 
come? Well, there has seldom been a time when 
business was not complaining about taxes and there 
has never been a time when efficient business did not 


manage to adjust itself to all reasonable cost obstacles. 
As an offset to this adverse prospect is the undeniable 
fact that corporations in the aggregate emerge from 
every major depression more efficient and more flexi- 
ble than they were when depression descended upon 
them. Clear evidence of this fact can be found in 
many of the current earnings reports, showing a 
“pay point” at a volume level far under that prevailing 
in 1929. 

In the above discussion of the long-range prospect 
we have stuck to purely orthodox factors, ignoring 
the controversial subject of inflation and other abnor- 
malities in our present position. Merely on those 
orthodox factors the conclusion must be that the 
stock market is not too high. And if the long-range 
prospect is as we have seen it above, it is not un 
natural that investors should be willing to pay prices 
which discount earnings some time ahead. 


The Monetary Factors 


Moreover, this opinion can only be buttressed by 
the monetary and credit influences now operative. 
No two people will agree on the definition of inflation, 
much less on the question of whether we are going 
to have it and when. The mere fact that it is under 
constant public debate is enough to make it an influ- 
ence in investment reasoning. And under all of the 
discussion is the basic reality that budgetry inflation 
by the Government has been going on for some time 

When the Government hands over a $1,000 bond 
to a bank and borrows $1,000, that amount of new 
money—bank money—is created, precisely as $1,000 
of bank money was created when John Jones took 
some collateral to a bank in the last boom and bor- 
rowed $1,000. This budgetary inflation has lifted 
aggregate bank deposits by some $3,000,000,000 in 
the past year and such deposits today are not far 
under the 1929 total. To a large extent this expan- 
sion of bank money has financed the stock market rise 
over the past year, chiefly on a cash basis—with 
brokers’ loans about a tenth of the 1929 high. 

(Please turn to page 678) 
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Happening in Washington 


By E. K. T. 





- under guise of legislative in- 





Republican “liberals” are 


conducting a gumshoe cam- , vestigations. “Eternal  vigi- 
paign to convert “entrenched Washington Sees— lance is the price of lib 
greed” to the idea that it is erty.” 


forever part way out of its 
trenches. The purpose is to 
inculcate the thought that 
conservation of wealth from 
political assault can be attained 
only by final surrender of part 
of the ground the New Deal 
has already occupied. At a 
conference attended by some 
fifteen of the wealthier 
men ir this country the 
argument was put forward 
that it is of supreme import- 
ance that the next President 
shall be a defender of the 
Constitution, “as it is likely 
that he will have the appoint- 
ment of three justices of the 
Supreme Court.” 
Thus, to insure that fu- 
ture changes in the Con- 
stitution shall be “orderly,” 


ness” backing. 


limelight. 


ness rejuvenator. 


Republican liberals trying to liberalize political 
influence—if any—of “entrenched wealth.” 


Borah and Landon contend for Republican 
Roosevelt planning to win as the great busi- 


Federal trade baffled to apply fair competition 
rules where there is no competition. 


Senator Wheeler’s war on price making an- 
other “headache” for business. 


Supreme Court ruling against coal industry. 
American O G P U raiding telegraph offices. 
Another fat year for farmers. 


Congress gaily if deliberately responding to 
Roosevelt tax plan. 


President striving to assemble the “big busi- 


Members of Congress 
who still maintain speaking 
relations with the solid citi- 
zens of their constituencies 
were cold when they heard 
the President tossing billions 
around in presenting his new 
taxation scheme, but on sec- 
ond thought most of the 
Democrats began to say that 
it was a superb political docu- 
ment. Laudatory summaries 
in the lobbies ran like this: 
Painless in spots of the poli 
tical anatomy where it isnt 
positively pleasurable — and 
they are countless; antidotal 
to budget balancing “holler- 
ing’—-makes fiscal virtue in- 
terchangeable with _ political 
subtlety—taxes incomes in ef- 





it was urged before the 
meeting that the trustees 
of great wealth should cheerfully accept a great deal of 
economic progressivism” in the Republican nominee if 
he were ‘“Constitutionally sound.” 


Borah, it is maintained, fits this pattern. His supporters 
say that, moreover, he is the only man in prospect for the 
nomination who is already a commanding national figure, 
at once impressive and “popular with the people.” 


Landon is too much minimized by the Borah supporters. 
He has the benefit of a growing fame and acclaim. Borah 
has been at the pinnacle for twenty years . . . no novelty— 
ne room for the unexpected. . . . Landon conforms to the 
American political tradition of the Young Lochinvar—poor 
but honest parents, who comes out of the sturdy West 
where men are men and gives battle to the pinks and 
pink-tea persons and other brain-trusters of the effete East. 
. . . Landon will not need to “build up” by appearances in 
person. . . . Front porch campaign, homely radio talks, and 
plainrman summond-to-leadership line will suffice. 

He's certainly well in the lead today. 


Raiding of Washington offices of the telegraph 
companies by the Communications Commission to get copies 
of 5,000,000 private telegrams for Senator Black’s “fishing” 
lobby investigations committee is terribly disconcerting to 
the Administration. Comes as a most untimely revelation 
of how near our bureaucracy is getting to O G P U 
methods. Also illustrates growing tyranny of Congress 
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fect but supplies the pay check, 
no tax without the where- 
withal—few Democrats are anywhere near an undistributed 
surplus, and who cares if a few of the fat boys—sworn 
enemies of the right—are offended, “being as they are lost 
to the true faith, anyway.” .. . 

“You got to hand it to Franklin D. for getting us 
all out of a tight place.” . . . The proposal dodges sales 
tax and broadening of the personal income base; and at 
the same time, in the name of sound finance, promises 
to kick a lot of wealth into circulation and redistribution. 
“Too bad some of it can not be facilitated before next 
year. But it’s something to look forward to with plea 
surable anticipations, and politically a prospect is often 
better than a fact.” 





Appeal to Business—Marked omission of asperity in 
President’s message to Congress is in line with a definite 
policy to enroll some locally or nationally prominent busi- 
ness men as decorations of his campaign for re-election. 
In his talks with business men he emphasizes the need of 
social solidarity brought about by intelligent comprehension 
of the fact that society is not and never has been static—that 
change is the eternal rule, occurs violently or peacefully, 
that wise industrial leaders will identify themselves with 
the spirit of progress and that the great corporations should 
rise above the petty selfishness of immediate advantage in 
social friction—take the “true view” that should charac- 
terize men whose economic power endows them with the 
roles of statesmen, rather than the minor parts of note 
shavers and maximum profits at any cost to others. 
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The President leaves the impres- 
sion that he is bound to be re-elected 
and that it is important to the best 
interests of business that his envir- 
onment in the future shall not be 
one that will not tend to compel 
him to the extreme position of a 
chief executive who owes his posi- 
tion to extremists. As for recipro- 
cal action, the President leaves the 
inference that his remaining work 
is to create an era of good will and 
a long-time ‘‘breathing spell.” 


Watch Congress in next week or 
two. Pettengill Bill—to give rail- 
ways right to file tariffs in which haul 
for longer distance may cost less than 
for shorter—comes up for vote in 
House. It’s the old Section 4 “long 
and short haul” fought over since the 
Year 1. This is a sensible amendment. 
Railways are for it, railway unions 
likewise, so are most business men. If 
you're interested shoot a wire to your 
Congressman this minute! Vote will 
be close. Means much to the revenue 
comeback of the railways. 


Wide World Photo 


Industries which have not collaborated with the Divi- 
sion of Review of the dying N R A may live to regret. 
This Division has been busy since last June writing the 
histories of certain industries under N R A for the benefit 
of future legislators and historians of the New Deal epoch. 
In a number of instances in the past official “source his- 
tories” have become the Bible of the fields they covered. 
It is useless, for instance, to deny anything that was writ- 
ten down way back in 1914 in the tomes of the Bureau of 
Corporations or in the reports of the Pujo committee on 
“The Money Trust.” What is written is the truth. 

Check copies of N R A histories are now being dis- 
tributed. If your industry is being 

“embalmed,” write to your congress- 

man for a copy. Perhaps he can 

get you one. On the other hand, 
maybe you would not be inconsol- 
able if it should be found that in 

its last moments N R A hasn't a 

cent to publish its chronicles and 

apologies. 


Interested in Foreign Trade?— 
Count on some major measures to push 
it along in the Department of Com- 
merce setup. It will not be long be- 
fore the Bureau of Foreign and Domes- 
tic Commerce will be running full 
blast again the way it was before the 
well-meaning new broom swept out 
some of the wall paper along with 
the cobwebs. 


Bad News for Coal Industry.— 
“.. . Government legal circles are be- 
ginning to hint that they may get a 
break in the Bituminous Coal Conser- 
vation Act. If this little N R A is 
sustained by the Supreme Court the 
way will be cleared for similar acts for 
other industries or groups of them. 
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SENATOR BuRTON K. WHEELER 


Against “Base Points’ in 
Price Making 





ANNING S. PRALL 


Sanctions Seizure of Five Million 
Private Telegrams 





Contention is that Supreme Court will 
find that there is no similarity between 
the issues raised in the Carter case and 
those of the Shechter decision, and that 
the Court will have to rule that there 
is no possible separation between pro- 
duction and interstate commerce in the 
case of the bulk of bituminous coal. 
“Coal would be some camel's head 
under the tent of states rights.” 


Revised shipping bill granting 
outright subsidies will pass. It’s a pet 
of the President’s. It’s moral must with 
him, and Congress knows it, but has 
not been put on compulsion. Prexy 
will get it on a platter. 


Skeptical Washington is puzzled 
by “leak” reports that Colonel Carl 
C. L. Ristine, red-headed lawyer, De- 
partment of Justice, from Texas, is a 
veritable Daniel come to judgment in 
the aircraft scandal investigation. It 
is reiterated in informed gossip that his 
investigation has found nothing what- 
ever to justfy the great hue and cry 
Farley set up two years ago, which re- 
sulted in twelve army aviators flying to 
death, tarred reputations for many men in the aircraft 
industry and painful business hardships for some of the 
greatest aviation companies. The episode was the first 
great rebuff to President Roosevelt’s popularity. No shred 
of confirmation can be found for the reports. Theory is 
that a leak was allowed in order to prepare the public mind 
for the report which is to be held back until it is old stuff. 


Walsh (Healy) Bill—to apply N R A principles 
and practices, principally labor, to the production of all 
Government purchases, including articles and materials 
used in the delivered goods—will pass, as sop to organ- 
ized labor, unless counter pressure gets 
hotter. Watch the hearings—House 
Judiciary Committee, March 16. 


No competition without competi- 
tors—Federal Trade Commission pro- 
fesses surprise at the opposition to its 
proposed amendment to the law aimed 
at concerns which are monopolies. 
How, it asks in effect, can we correct 
the unfair methods of a firm that has 
nu competition. Explains that snoop- 
ing authority in such cases is needed— 
it already has it for competitors. 


Senator Wheeler of Montana is 
out to get rid of the use of basing 
points in figuring freight costs as a 
factor in prices. Remember Pittsburgh 
plus controversy of ten years ago in 
steel? The senator’s idea is that a fic- 
titious common freight allowance is 
the prolific mother of monopoly—wants 
actual rates only figured. N R A codes 
were strong for basing points and 
caused a terrible howl among the little 
fellows. Example: freight rates on a 
certain commodity were figured as the 

(Please turn to page 678) 
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Nesmith Photo 


New Trends in Earning Power 


What Are the Developments Back of Recent 
Reports—Will Last Year’s Trends Continue? 


By Warp GaTEs 


OW that the majority of corporations have turned 
in reports on operations for 1935 to the owners of 
the business, a clear-cut picture of industrial condi- 

tions begins to emerge. It was known, of course, that the 
figures would be concrete evidence of real improvement. 
Some companies, however, reveal a greater degree of better- 
ment than had been expected; while for others the show- 
ing must be considered somewhat disappointing. But 
whether exceptionally good, or unexpectedly poor, the re- 
sults usually can be attributed to a definite cause—a cause 
in most cases which is a continuing factor and is likely to 
establish a trend in earnings that will persist through the 
greater part of the recovery movement. 

In scanning earnings reports for last year one thing 
stands out above all others: it is the broadness of the recov- 
ery. There were exceptions naturally, but by and large 
previously conceived impressions of better business were 
amply confirmed. The next point that strikes one is that 
there was little, if any, uniformity about the extent of the 
gains. Some companies have swung rapidly into high earn- 
ing power, while others have as yet managed to do little 
more than eliminate deficits. 


Motors Support Steels 


Perhaps the most sensational recovery in earning power 
was scored by the automobile industry. This was particu- 
larly true of General Motors and Chrysler, although several 
of the smaller independents made great progress in whittling 
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away at their deficits; some even emerging in “black” fig- 
ures. The automobile industry, however, is more exten: 
sively covered elsewhere in this issue, although one may note 
that it is the automobile which holds the clue to the per- 
formance staged by the steel industry and here results have 
been quite diverse. 

The steel companies such as National and Inland which 
were in a position to cater to the automobile, refrigerator 
and other users of light steels did extremely well. Last 
year, Inland with earnings equivalent to $6.54 a share more 
than doubled the $3.10 reported for 1934 and although 
National hardly did as well as this, earnings of $5.16 for 
1935 was no small gain over the $2.80 reported for the 
previous twelve months. 


Heavy Steels Slower to Gain 


There is a startling contrast between these figures and 
United States Steel’s earnings of 30 cents on the 7 per cent 
preferred; nor did Bethlehem’s earnings of $4.59 a share on 
the preferred fully cover dividend requirements. It must 
be remembered, however, that while United States Steel's 
showing is no great thing in itself, it represents a definite 
measure of progress from the loss of nearly $22,000,000 re- 
ported for the previous year. As for Bethlehem, earnings 
for 1934 were equivalent to only 59 cents a share on the 
preferred. 

So far as the trend of earning power is concerned, there 
is reason to believe that the steel industry provides some’ 
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thing of a contradiction. The sharply upward trend in 
earning power established by the companies with a large 
capacity for light products such as National and Inland 
appears more likely to level out from this point than to 
continue uninterruptedly. On the other hand, those com- 
panies such as United States Steel and Bethlehem, with a 
large capacity for heavy products, which have just com- 
menced to come back, seem likely to experience continuing 
gains. 


Too Much New Capacity? 


The evidence behind this conclusion is convincing. In 
the first place, while the automobile industry can reasonably 
expect to be more active this year than last, there is going 
to be no phenomenal increase in output. This applies also 
to refrigerators and other consumers of light steel. Sec- 
ondly, those usually classified as “heavy” companies have 
begun to greatly expand their “light” capacity. Now, it 
may be that the demand for light steels will so increase as to 
make for a no more critical competitive situation. This 
happy outcome, however, is at the best doubtful. 

On the other hand, the demand for heavy steels has only 
just begun to pick up in volume. It is the demand for heavy 
steels that raised the operating ratio recently at a time when 
automobile assemblies were lagging. Buying on the part 
of the railroads has been the principal factor; the carriers 
are ordering rails, track materials and equipment more 
freely than in a long time. The chances favor this being 
no flash in the pan and that the improvement in railroad 
trafic and revenues has at last made the roads conscious 
that they have been neglecting maintenance of track and 
rolling stock for some five years. It is the prospective rail- 
road, shipbuilding and miscellaneous demand for heavy 
steels that makes it likely that this division will hold the 
spotlight from this point. 

In connection with railroads, it might be well in passing 
to remark the extent of the gains made by some of the 
major systems. Pennsylvania’s earnings last year were 
equivalent to $1.81 a share of common, compared with $1.64 
in the previous year; Atchison earned $1.38, against 32 





ready commenced—for deferred maintenance. Such «m- 
creased spending will have, of course, a tendency to hold 
down reported earning power over the next few years. 
Those interested in railroad securities will only be able to 
keep abreast of the situation from this point by adjusting 
reported earnings per share to variations in the amounts ex- 
pended for maintenance. Depreciation accounts also 
should be scrutinized for important changes. 

The building stocks comprise another group that did well 
last year. United States Gypsum turned in earnings equi- 
valent to $2.47 a share of common stock, compared with 
$1.35 for the previous year. Over the same period the 
earnings of Johns-Manville jumped from 30 cents a share to 
$2.19. Such results were good, of course, but they were 
dwarfed by the rise staged by the building stocks market- 
wise. 





Household Furnishing Companies Gain 


A performance similar to the one given by the manufac- 
turers of building materials was provided by their cousins, 
the makers of household furnishings. Armstrong Cork 
and Congoleum reported earnings of $2.84 and $1.82 a 
share respectively for 1935, whereas earnings were equiva- 
lent to only $1.63 and $1.71 respectively for 1934. Mo- 
hawk Carpet translated a $74,000 loss in 1934 into a profit 
equivalent to $1.16 a share of common for 1935; Bigelow- 
Sanford moved from 5 cents a share to 85 cents. 

The sharply upward trend in earnings registered by the 
building stocks, the makers of furnishings and others in 
allied fields, is the natural result of the vastly greater interest 
displayed in the home. Not only did residential construc- 
tion itself rise sharply, but money was spent throughout the 
country on homes, long under-maintenanced. There is a 
clearly defined prospect that the favorable trend of earning 
power displayed by all divisions allied to the residential 
field will be more pronounced this year. However, just be- 
cause the bright prospect is so clearly defined, the stocks of 
most of the companies favorably affected by increased build- 
ing activity today sell at a premium over statistical worth. 
In other words, they are discounting a considerable measure 

of the immediate 





cents; Louisville 

@€ Nashville gains before 
$3.53, against cpramahierss them. It is for 
$2.53; while this reason that a 


New York Cen- yo 
tral turned a $7,- 
700,00 loss in 
1934 into a profit 
equal to 2 cents 
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stake in the 
building field 
should only be 
sought by those 
willing to look to 
the longer term 
future — who 
recognize that 
the uptrend in 
building may 
continue for five 
years rather than 
one. 

In the con- 
tainer field, last 
year was more 
interesting for de- 




















toads such a po- 





tent factor in the 

outlook for steel 

is a detraction from the stockholders’ standpoint. The 
railroads are on the way back; there seems to be no mis- 
take about that. It seems probable, however, that they are 
close to the point where their net earnings progress will be 
of the invisible rather than visible kind. With a further 
increase in traffic they must spend—indeed, they have al- 
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velopments _out- 
side the profit 
and loss account than for any marked changes in earning 
power. American Can’s earnings at $5.83 a share of com- 
mon were off from the $6.72 reported for 1934. On the 
other hand, Continental Can in almost the identically same 
line of business reported a gain of 19 cents, to $4.21 a 
share. In connection with American Can’s showing the 


623 





point has been made that large sums expended for experi- 
mental work in beer cans and fiber containers for milk had 
been charged against 1935’s profits. It is to be noted, also, 
that American Can last year did not enjoy the favorable 
rise in inventory values such as enhanced 1934’s earnings. 
Of course, Continental Can incurred similar expense in 
the development of 
its beer can, although 


The rayon people are said to be casting anxious eyes on 
these experiments. All in all the aggressive tactics of 
Owens-Illinois is the cause of jitteryness in a number of un. 
related fields and the cause of considerable hopeful expecta 
tion on the part of the company’s stockholders. 

Two groups in which there is a great deal of security in. 
terest stand out as 
laggards in the recov. 








this company is not 
believed to have been 
affected as much by 12 
an inventory situation 
as was the other. 
These two big ' 
manufacturers of tin 
containers have gone 
along, good times and 
bad, making large 
proits for their 
stockholders. They 
have had the advan- 
tage of a huge vol- 
ume of business — a 
volume that has 
tended to grow con- 
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ery movement — the 
wholesale and retail 
distributors of food: 
stuffs and the mer 
chandising chain 
stores. Standard 
Brands, for example, 
earned the equivalent 
of 97 cents a share of 
common stock last 
year, compared with 
$1.06 in the previous 
year, National Bis 
cuit $1.31 against 
$1.57. In the retail 
1935 "36 division of foodstuffs, 

the chain stores as 
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stantly larger as 
more and more things 
were distributed in tin cans. Moreover, although there is 
not the slightest evidence pointing to price-fixing agree- 
ments, the two have been, like the big cigarette companies, 
sensible about their prices. They have refused to cut their 
quotations below a remunerative level for the purpose of 
acquiring more than their fair share of the growing business. 
Now, however, although it is still far from the point of an 
active menace, factors which are a potential threat to the 
happy stability of the can situation have developed. Al- 
though Crown Cork and Seal has recently entered the can 
business, the threat centers more in the Owens-lllinois- 
Glass Co., whose earnings last year were equivalent to $6.57 
a share of common, compared with the equivalent of $5.41 
a share for 1934. 


Expanding Aggressively 


Owens-Illinois is expanding in the most aggressive man- 
ner. With a firm foundation as the largest manufacturer 
ot glass bottles, Owens-Illinois seems determined to become 
a container company rather than a mere bottle company. 
Already in wood and corrugated fiber boxes and cartons, it 
recently launched a full-fledged can company of its own. 
Still negligibly small compared with the big can companies, 
Owens-Illinois’ new subsidiary nevertheless has been or- 
ganized to manufacture and sell general line cans, metal 
packages and packers’ cans. Owens-Illinois also is attack- 
ing the use of cans from other directions. It is, for example, 
after the coffee business and is hammering away with a 
“vacuum pack” made of glass. 

Although it is as yet too early to hazard a guess as to the 
amount of strain likely to development in the can and con- 
tainer field generally, the potentialities are such that those 
interested should follow developments carefully. Apart, 
however, from the interest that attaches to it as a disturbing 
element in container tranquility, Owens-Illinois is attract- 
ing considerable attention for the progress it is making with 
glass brick and glass wool. This gives it a stake in the grow- 
ing activity in the building industry. The glass wool is 
used as an insulator of both heat and sound. It is employed 
as a filter for chemicals. In addition, the company is pro- 
ducing glass thread and twine and much experimentation is 
being done on the subject of glass textiles and clothing. 
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typified by Safeway 
with per-share earn: 
ings last year of $3.07 compared with $3.61, American 
Stores with earnings of $2.08 compared with $2.58, made 
a similar showing. National Biscuit’s latest earnings were 
unfavorably affected by labor trouble early last year, but 
by and large the distributors of packaged foods are still ex- 
periencing considerable difficulty with their profit margins: 
they have been unable to pass along in full to the ultimate 
consumer higher costs of raw materials and increased ex: 
penses. ; 





Although partly caused by profit-margin difficulty, the | 


more spectacular seat of trouble for the chain groceries has | 


been taxation. For some reason only known to themselves 
our politicians have elected to subsidize inefficiency by im 
posing throughout an increasing number of states gradu- 
ated taxes which become higher per store on a larger num 
ber of stores. Such has become the discriminatory system 
of taxation against the chain store that there is every likeli 
hood of the big chains being broken up. A sign of the 
times can be seen in the recent action of Butler Bros., New 
York system, which has announced a plan to sell its stores 
to the individual managers and act solely as a wholesaler. 

Other large chains, among them A. & P. and Kroger are 
reported considering similar moves. If the great grocery 
chains do give up store management and confine themselves 
to manufacture and wholesale distribution they may ulti 
mately offer stiff competition to some of the present manu 
facturers of packaged foods such as General Foods, Stand: 
ard Brands, Gold Dust and others. 


Variety and Merchandising Chains 


The variety and general merchandising chains also have 
shown a recent disposition to lose ground in the recovery 
parade. Not that there have been any important major set’ 
backs, but the tendency seems to be there of all that. Wool’ 
worth’s earnings last year, for example, were equivalent to 
$3.20 a share of common, compared with $3.30 for 1934. 
J. C. Penney, whose earnings for 1934 established a new 
high record, slipped from the equivalent of $6.29 a share to 
$6.08 in 1935. Again, profit-margins, increased costs and 
higher taxation are the factors to blame. 

Let us turn now to a group that has everything to com’ 

(Please turn to page 674) 


THE MAGAZINE OF WALL STREET 





——) bee Oe fete 


eer Se HK A 


for 





yes on 
‘ics of 
of un- 
cpecta- 


ity in 
ut as 
recov 
— the 

retail 

food- 
mer: 
hain 
dard 
ample, 
ivalent 
vare of 

last 
| with 
revious 
| Bis 
ugainst 

retail 
Istuffs, 
res as 
ifeway 

earn: 
lerican 
- made 
5 were 
ir, but 





| 


till ex: | 
argins: | 
timate | 
ed ex: | 


y, the 
ies has 
nselves 
by im- 
gradu: 
- num 
system 
likeli- 
of the 
New 
stores 
saler. 
yer are 
rocery 
nse! ves 
y ulti 
manu’ 


Stand 


’ 


o have 
covery 
jor set’ 
Wool’ 
lent to 
- 1934, 
a new 
hare to 
‘ts and 


oO com 


‘REET 








It Can Happen Here 


Savage Family Quarrel for Control of American Federa- 


tion of Labor Has Potentialities for Radical Developments 


By P. T. SHELDRICK 


Federation of Labor. The most dynamic personality 

in American labor leadership—John L. Lewis, undis- 
puted dictator of the United Mine Workers of America— 
has embarked on a course of rebellion which can lead only 
to his victory or dissolution of the Federation. Victorious, 
Lewis will pull the Federation his way; defeated, he will 
pull it down with him. 

It is not that Lewis, masterful as he is, is a man who 
would blindly rule or ruin, but that he is convinced that 
unless its fundamental pattern of organization shall be 
redrawn, it would be a forward step for labor to discard 
the Federation and replace it with an amalgamation of 
industrial unions. 

From the public standpoint there is ground for concern 
lest dissension in the labor world may not open the door 
for the communists and other subversive elements who have 
hitherto been baffled by the traditional conservatism of 
organized labor in power. 

Even as things are, conservatism is retreating before 
radicalism. The devastating strike of the building services 
employes in New York which has disrupted business and 
family life in the Great City was ordered and directed by 
unscrupulous leaders from Chicago, more intent upon the 


Sy Gettn threatens the destruction of the American 


gratification of personal ambition than upon the welfare 
of their followers. It is incredible that if the American 
Federation of Labor had not already declined in authority 
such a barbarous and violently conducted strike would have 
been countenanced. 

In those lusty days of 1933 when organized labor was 
drunk with the prospect that N R A and its collective 
bargaining would hand all the workers of America over 
to the A. F. L. unions, President Green foresaw the time 
near at hand when at least 25,000,000 or 30,000,000 of 
the 40,000,000 wage earners of America would be fused 
into an irresistible mass to oppose organized capital. Yet 
today there are only 3,500,000 members of all the unions 
afhliated with the Federation, and their number is said 
to be declining. 

Lewis holds that organized labor lost the greatest oppor- 
tunity it has ever had when it did not mass in 1933. He 
thinks it still has a chance for a come back if it can get 
going on the right track while Franklin Roosevelt is still 
in the White House. That right track is organization of 
workmen according to industry and not according to craft 
or trade, according to product instead of according to 
members. The A. F. of L. is a trade organization, he thinks, 
extinct as the dodo from a technical point of view and as 
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“The A. F. of L. Will Come Through” 


By W1Li1aM GREEN 


President of the American Federation of Labor 


HE basis of a man’s trade as the 

foundation of labor organization is 

a proper and logical one and it 
does not interefere with the maximum 
of union membership. The skilled worker 
has a perfect right to commercialize to 
his full advantage when negotiating 
wage contracts that advantageous posi- 
tion which he holds in industry and 
industrial production, because of his 
skill, to force from unwilling and re- 
luctant employers the highest wages 
and the most satisfactory conditions 
possible. If he can win for himself by 
reason of his bargaining superiority he 
can help his associates to attain their 
ends. The skilled workers of America 
have always favored the organization 
of the unskilled laborers into allied 
and associated unions. We trade 
unionists have been severely criticized 
by John Lewis because we have not suc- 
ceeded in organizing much over 10 per 
cent of all the workers of America. 
Let me ask our critics why the union 
labor movement in England relatively 


has had little more numerical success. 
It is because the craftsmen are the en- 
during and constant nucleus of labor 
organization. We wouldn’t have had 
more powerful organizations today 
than we have if we had been or- 
ganized on industrial lines years ago. 
If it be true, as the Committee on In- 
dustrial Organization alleges, that or- 
ganized workers will rush into the 
American Federation of Labor under 
an industrial set-up, why did the miners 
of West Virginia remain unorganized 
from 1890 to 1933, in which year the 
coal operators, acting under N R A, 
withdrew their hitherto effective oppo- 
sition? This quarrel is deplorable and 
not wholly impersonal and objective. 
But it will not change the nature of 
American unionism. There are only 
eight international unions out of 109 
who support Mr. Lewis. The propor- 
tion of voting strength is larger, but 
not enough. The A. F. of L. will 
come through this storm as it has come 
through others. Lewis can not win. 





| 











dent of the American Federation 
of Labor, to resign and go to 
work for Lewis’ Committee for 
Industrial Organization. 

This story of the rift in or 
ganized labor’s ranks which has 
now become a yawning crevasse 
cannot fully be told in 10,000 
words but the gist of it can be 
told in few words: It is a battle 
to align organized labor according 
to economic afhliation—steel to 
steel men . . . wood to carpenters. 
.. . But of course it takes some 
verbal trimmings and caulking to 
make the story lucid as well as 
dramatic. Duped (as he claims) 
at the San Francisco convention 
of A. F. L. two years ago, frus- 
trated at the Atlantic City con- 
vention last year, Lewis and his 
own and seven other unions de- 
cided to go ahead with the mass 
organization ‘of labor, without the 
existing organization fold, on 
strictly industrial lines—one big 
union for every field of industry, 
regardless of the trades and em- 
ployments of its men The regular 
A. F. of L. campaign for new 
organizations and new members 
along adapted conventional voca- 
tional lines proceeds briskly at the 
same time. In two years, 1804 
collective federal unions were or- 





futile in class warfare as popguns against 75s. On the 
other hand stands the United Mine Workers Union, a 
member of the A. F. of L. to be sure, but an industrial 
union and as modern as a Zephyr train and as deadly as 
a rattlesnake. If we were to paint the picture a bit further 
from Mr. Lewis’ secret thoughts it would be limned some- 
thing like this: 

“Here I am at the head of the largest, most compact, 
most powerful and influential labor union in the world, 
triumphant, effective. What I have done with the coal 
miners I can do with all workers. Nothing stands in the 
way but good William Green, cautious, afraid for his 
job, old-fashioned and dominated by a group of selfish 
trades union leaders to whom labor organizations are con- 
ventionalized rackets, ideally designed to support parasites. 
These unions go on forever but labor goes down forever. 
Give me the power and before our great and good friend 
Franklin Roosevelt goes out of office, taking our opportunity 
with him, I will make American labor as dominant in all 
industry and trade as the Miners Union is in its own field.” 

As an aside, one of the most agonizing spectacles of 
these times was that scene in Washington in January when 
President Green appeared before the miners’ convention, 
warned it that “dualism” would not be tolerated and made 
a pathetic appeal for unity on the old established and 
approved lines—and got two supporting votes out of 
1700! Sitting before the baleful eyes of Lewis’ primitive 
henchmen he had some moments of torment in which he 
must have thought fearfully that he was, perhaps, a spec- 
tator of the beginning of the end of his life work. 

So arrogantly confident is the rising Lewis, so cynically 
- triumphant that he has even had the presumption to offer 
Green $10,000, the amount of his present salary as presi- 
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ganized in the automobile, rubber, 
aluminum, radio, cement, gaso 
line stations, gas and by-product coke, lumbering and mis- 
cellaneous industries, where it seemed that craft organiza 
tion could be complemented with industrial unions; 98 per 
cent of A. F. of L. men in automotive plants are outside 
the regular craft boundaries. 

The industrialists say that they are merely preserving the 
American Federation of Labor from its fossilized leadership 
and antique design, that far from seceding they are only 
saving the Federation from itself. Fighting organized em- 
ployers with a variety of variegated-trade unions is, according 
to the industrialists, like fighting battleships with pacifistic 
tracts. 

The eight international unions behind Lewis—eight out 
of 109—10,000 votes out of 30,000—are the United Mine 
Workers, the Typographical Union, the Amalgamated 
Clothing workers, the International Ladies Garment work- 
ers, the United Textile Workers, the Oil, Field, Gas, Well 
and Refinery workers, the United Hatters, Cap and Mil- 
linery workers, and the Mine, Mill and Smelter workers. 
Notice that although craft membership is the preferred 
type of union association in the Federation, seven of these 
rebel unions are industrial, and only the printers are craft. 
The Committee on Industrial Organization has established 
national headquarters in Washington with John Brophy 
in charge, and ponders the invasion of the steel empire, 
slumping in the ruins of the petrified Amalgamated or 
smiling in the embrace of slick company unions. The eight 
dissident unions have offered to raise $500,000 of $1,500,- 
000,000 for industrial organization of the steel industry 
labor under A. F. of L. auspices if the other A. F. of L. units 
will chip in $1,000,000. Far from concurring with these 
volunteers for “verticalization” the executive committee 
of the Federation has branded the Lewis crowd as furtive 
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— Loss Occasioned by Strikes | 
No. Strikes 
Beginning Man Days 
Year in Year Strikers Idle 
OE RR 2665 4,160,348 Not Available 
PRE AS ok oho on 889 1,612,762 “ “ 
Ee ee 734 $49,434 37,799,394 
eee 629 357,145 31,556,947 | 
BORD ee venice ans 903 230,463 9,975,213 
RR oie cca sihcie Picks 808 242,826 6,462,973 | 
Las bee eee 1562 812,137 14,818,847 | 
a 1856 1,466,695 19,591,949 
‘eee 1819 1,127,742 15,593,056 

















proponents of organization “dualism” and the oblique pro- 
moters of an organization secretly intended to displace the 
Federation. It has warned state federations of labor, city 
central bodies, and directly chartered federal labor unions 
not to give allegiance or support to the C. I. O. 

The Lewis faction purposes first to set up a broad indus- 
trial union in steel and bring a scrappy new union of 
500,000 men into the American Federation of Labor as 
compared with the pitiful 7,000 or 8,000 in the venerable 
and creaky Amalgamated Association of Iron and Steel 
workers. It will if necessary, climb to power over a prostrate 
steel industry. It has its eyes on rubber, it is flirting with 
automotive and luring radio workers and all the communi- 
cation artisans. At the same time the regular A. F. of L. 
organizers will be seeking to bring 
in federal mass unions where poli- 


aggressive, dictatorial, will be its leader. The lords of the 
corporations which own and administer the industries which 
Mr. Lewis purposes to organize on its human side will talk 
with Mr. Lewis when they wish to move their human 
machines to turn over their material machines. There may 
still be many magnates in the industries of power and 
light and communication but THE magnate will be 
John L. Lewis, caveman. When the genii of the check book 
talk to the ruler of labor it will not be the sometime suave, 
polite and discreet Mr. Green but John L., as brutal a 
bruiser in the struggle for industrial power as old John L. 
of Boston was in the prize ring. 


A Proletarian Union 


Win or lose with the A. F. of L., win or lose in the 
later battle with corporate industry for the last word in 
the dynasty of all American industry, this is what Lewis 
dreams and plans—a vertical organization of every inde- 
pendent industrial “state” of the industrial United States. 
A thousand industries organized each into its own payroll 
afhliation—water tight, air tight; nobody left out because 
he has no craft, nobody taken in because he has a craft; 
not even because he has a job—only because he wants one. 
No more flubdub about “jurisdiction”; no more long and 
arduous apprenticeship to a trade, no more deference to 
or preferment of manual skill and excellence. . . . All the 
workers in virtually one big union which cannot be divided 
and conquered. . . . One big union to tell all the employers, 

(Please turn to page 673) 





tic, but always observing the craft 
principle and objective and oper- 
ating under the wings of some 
designated international union. | 
No matter how patriotic the in- | 
tentions of the Lewis group there | 
is now set up a conflict of organi- 
zations and organizers which can | 
only lead to schism in the A. F. | 
of L. And distracted industry 


A Challenge to Captains of Industry 


By Joun L. Lewis 


President of the United Mine Workers of America 


the financial and investment interests 





will be facing a competition in 
strikes and a rivalry in their tech- 
nique, with the shifty radicals 
tirelessly seeking for openings for 
their virus of revolt. 

Backed by the eight sympa- 
thetic international unions Lewis 
will probably go his own way 
but if he goes out of the Federa- 
tion it will be eviction, on the 
record, instead of voluntary 
withdrawal. He will concentrate 
on the organization of the 
unorganized in the industries 
which have a close industrial 
bond with coal. Steel owns its 
own “captive” coal mines. Coal 
is power, and so is petroleum, 
water power, the utilities as a 
whole, the electric industry, and 
the communication industries. 
There will, it is planned, evolve 
a group of prime power and 
elemental material which will 
proudly say of itself: We hold 
the key to national industrial 
life. 

And John L. Lewis, dynamic, 


for MARCH 14, 1936 








OW, to the great bankers and 

industrialists of America, I say, 

through this MAGAZINE, some 
things that it will be profitable for 
them to accept and develop. If what 
I say is not logical, then nothing ac- 
cepted by industry is logical. In the 
major industries, because of their very 
nature, the industrial scheme of organi- 
zation is bound to be more successful, 
more effective and more adapted to 
collective bargaining. Employers should 
prefer it because there is no way to 
get around free and independent bar- 
gaining between labor and capital; and 
that being the case the most efficient 
system for demands to be presented and 
expounded is the best for all concerned. 
The captains of industry might as well 
understand that the surest way for 
them to knock their heads against a 
stone wall is to oppose the right of the 
workers to organize. 

But if they are selfish, short-sighted, 
and do oppose and block progress, I 
want to tell them that they are guilty 
of extreme negligence in that they are 
failing to give reasonable protection to 


they represent. 

A powerful labor movement in 
America will do more to protect our 
form of government and our economic 
institutions including the title to the 
great modern properties, than any other 
manner of policy that can be con- 
ceived. 

I am not a disciple of communism, 
socialism, or fascism, or any other ism. 
I think Americans have got to find 
their own solution for their own pre- 
dicament in their own way. I say 
to the masters of America that if the 
basic industries were organized so that 
true collective bargaining existed, there 
would thus be created forums for the 
open and authoritative discussion of all 
our problems, resulting in the establish- 
ment of a more balanced relation be- 
tween employers and employees. It is 
the only progressive outlet from our 
present impasse, that I can see. 

Unfortunately for the cause of 
labor, the first redoubt we have to storm 
is the American Federation of Labor 
itself. 
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Men, Ideas and 


Competition or Co-operation? 


In industries plagued by oversupply, such as sugar, 
rubber and others, a plausible case can be made out for 
“trade co-operation” or for controls of one kind or another, 
either privately negotiated or under governmental manage- 
ment. The trouble with such 
ventures is that, while they are 
often temporarily — successful, 
few seem to serve the longer 
interest either of the industry 
or the public. On the other 
hand open competition, how- 
ever painful, brings out the 
highest business ingenuity and 
forces both increasing efficiency 
and technical progress. 

Sugar today presents an in- 
teresting issue in this old con- 
flict between competition and 
control. The Sugar Institute 
has carried to the Supreme 
Court a case in which it seeks 
power within the spirit of the 
anti-trust laws to stabilize de- 
structive competitive practices in the trade. That is one 
point of view. Against this is the philosophy of Charles 
W. Taussig, chairman of the Sucrest Corp., which will in 
the near future start in operation a new and modern sugar 
refinery, despite the fact that a large refining over-capacity 
already exists in this country. This company merely aban- 
doned secret rebates, freight absorptions and other such 
practices and quoted sugar .45 of a cent a pound under the 
generally quoted market, contending that this price was 
what the other refiners were actually getting after the vari- 
ous rebates. This company also believes that its small new 
plant can meet the competition of the biggest refiners 
through a cut of one-third in operating costs made possible 
by improved processes and methods of refining in recent 
years. We are sufficiently old-fashioned to believe that the 
Sucrest approach is the sound one. When inefficient 
capital can be protected against efficient capital progress 
will cease. 





as 


C. W. Taussic 


* * * 
Small Business Man Still Prospers 


The mammoths of commerce and industry have generally 
abandoned hope in many lines of hogging all the business. 
Of course, there are lines in which large capital and large 
volume requirements exclude the little fellow. But take the 
hat industry. You would think offhand that there wasn’t 
much chance in it for a small enterprise. But recently I 
went into a large haberdashery, in a Southern city of excep- 
tional metropolitan pretensions, to buy a hat. “How about 
one of these?” asked the salesman, indicating a miscellaneous 
pile of soft hats. “I never heard of that make,” I replied. 
“Meet the maker then,” the salesman answered, introducing 
a gentleman whom I had regarded as another customer. Yes, 
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he was the manufacturer, lived in a neighboring city, had 
been for twenty years his own salesman in his home town 
and the city he was in. “Made” about 40 stores several 
times a year. Had all he could do and all he wanted to do. 
Sold good hats, substantially cheaper, grade for grade, than 
the famous brands. Father was in the same way of business 
before him. His name had a local reputation which sufficed 
to keep a definite trade waiting to see what he would have 
to offer every season. No advertising bills because he had 
all the business he could handle. Little overhead in factory 
or sales, being both factory manager and sales manager 
himself. Liked both jobs. No tricky ideas in the shop or 
high pressure selling on the road. Glad to see storekeepers 
and consumers, and they always glad to see him. Mutually 
pleasurable exchange of good hats for good money. No 
regrets. Moreover, the happy hat maker said he was not 
a rare bird, that there were many businesses comparable 
to his both in hats and other common merchandise. The 
little fellow still has a chance! 


* * ok 


Infinite Adaptability 


Courage and adaptability to changing conditions are in 
evidence in the recent remarks of Chairman Edward J. 
Cornish of the National Lead Co. “The conservative policy 
of the company,” he told his stockholders, “will be con: 
tinued. Many plans have been 
completed and further ones will 
be made to meet the require 
ments of the government. No 
matter what happens, National 
Lead will be safe and secure 
They cannot pass legislation any 
faster than we can adapt our 
selves to it.” 

Well known for his own con’ 
servative views, Mr. Cornish 
finally agreed to the long ex: 
pected split in National Lead’s 
common shares on the basis of 
10 for 1. His agreement was 
won on the basis of the thin 
market which has existed in 
“Lead” for some time and by 
the feeling that many new 
stockholders on a broader distribution of ownership would 
result from the increased number of shares. 





EDWARD J. CoRNISH 


* * & 


Sophisticated Europeans 


Among the things that are not so is the belief that 
European investors and speculators are wiser and more 
sophisticated than those of the American breed. At least it 
is not so in the opinion of a prominent American banker ot 
long experience in Europe. “Some of them are smart,” he 
remarked, “and some are dumb, even as here. On the 
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Achievements 


whole, they don’t know as much about our affairs as we 
do. For example, when Representative Patman rattles the 
rafters of the House with a speech on inflation nobody in 
the United States gets excited. But the Frenchman’s eyes 
light up and he wags his head sagely and says, ‘Ah! It’s 
starting. The inflation has begun. Good-bye to the 
dollar.” There are all kinds in Europe—and here.” 


x oo x 
A Revolutionary Decision 


What may prove to be of more immediate and far-reach- 
ing consequence to substantial taxpayers than the A A A 
and N R A decisions is the one handed down February 3, 
1936, by the United States Supreme Court in the case of 
the Great Northern Railway vs. 
Weeks. 

For the first time the court 
of last resort defined the duties 
of assessors and the basis on 
which real property must be 
assessed. 

Heretofore, the outraged tax- 
payer, confronted with assess- 
ments many times the market 
value of his property, has been 
helpless, as state courts uniform- 
ly decline to disturb the valua- 
tions of assessors, except in case 
of fraud. 

Very few cities have reduced 
assessment valuations since the 
boom days of the late °20s, and 
present figures, therefore, bear 
little relation to market or obtainable values; as a matter 
of fact New York and some other large cities have actually 
increased assessment valuations which illustrates the absurd- 
ity of a situation in which there is no legal brake on political 
prodigality. 

Into this easy money situation the Supreme Court 
injected a shell loaded with T.N.T. in the following 
language : 

“It clearly appears that the board failed to give reason- 
able weight to the falling off of petitioner’s traffic, gross 
earnings, operating income, the extraordinary shrinkage in 
values of railroad properties, the prices of commodities and 
securities generally. The value of petitioner's property 
varied with the profitableness of its use, present and 
prospective.” 

The Court considered that to maintain assessments at 
the pre-depression level, as is now the case in most large 
Cities, constitutes the equivalent of fraud. 

The significance of this ruling may be visualized by re- 
flecting that under this decision the assessments of the 
country are largely fraudulent. Application of this new 
doctrine would reduce New York City’s assessment and 
that of many other cities by at least 50 per cent. 

It is a far-reaching decision. It is expressed in the classic- 
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Justice BUTLER 


ally plain and direct language of great men who are masters 
of common sense and equity. The extent of the relief it 
will afford long-suffering taxpayers will depend upon the 
vigor with which it is invoked. 


* * * 


Hope, 25 Cents a Week 
Col. F. A. Silcox, chief forester of the U. S., after 


observing state lotteries in Latin America, unofhcially, of 
course, conversationally recommends their introduction in 
the United States as a sort of social sedative. Poor people, 
he explains, by means of lotteries have access to an unfailing 
replenishment of hope, which is an important element in 
social content. “In South America,” he is quoted as saying, 
“you can buy undying hope at the rate of 25 cents a 
week.” 


* *k x 


Fares from Motor Riders 


W. B. Calloway, general passenger trafic manager of 
the Baltimore & Ohio, went right out to meet the passenger 
rate reduction order of the Interstate Commerce Commis- 
sion—went with welcoming enthusiasm. “Not an order in 
this,” he smiled, “just a favor.” 
In his comment he didn’t say 
a word about bus competition, 
but went straight back to the 
mother of all railway passenger 
revenue griefs—the private auto- 
mobile. ““With reduced fares, our 
already reduced running time 
and our incomparably more 
comfortable, not to say luxuri- 
ous, accommodations, we expect 
to cut deeply into this business 
of every-man-to-his-own-transit 
service. I have no doubt that 
we will within a _ reasonable 
time substantially reduce the 
number of private automobiles 
on the road between Washing- 
ton and Baltimore on one end 
and New York and Philadelphia on the other. Congested 
traffic and parking puzzles have taken all of the glamor 
and a lot of the convenience out of the self-served automo- 
bile.” Don’t charge these quotations marks with too much 
responsibility or authority. Partly we have been thinking 
aloud for Mr. Calloway. 





W. B. CALLOWAY 


* * * 


How Much is He Worth? 


How much is a railroad chairman or president worth? 
Is $150,000 a year too much? 
These questions were discussed at considerable length 
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beauty of the Townsend plan iy 





when it became known some 
years ago that Hale Holden, as 
chairman of the Southern Paci- 
fic Co., General W. W. Atter- 
bury, then president of the 
Pennsylvania, and Daniel Wil- 
lard, still president of the Bal- 
timore & Ohio, were each re- 
ceiving that hitherto unheard-of 
salary for the chief executive of 
a railroad. 

Whether or not the figure was 
all right for the boom times of 
1927, ‘28 and °29, when it was 
voted in the instances mentioned, 
the I. C. C. decided that during 
the depression $60,000 a year 
should be the maximum—and 
that is what it still is. 

Of course, if the discussion 
were to be carried to the logical 
end, it must be asked “Who can 
really measure the true value, in 
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that there is no work attached. 
Both schemes, however, are simj- 
lar in one fundamental respect— 
neither can conceivably be made 
to function. True Dr. Ezekiel 
starts off from the sound premig 
that if we all consume twice x 
much as currently, we could pro 
duce twice as much, thereby a 
suring employment and income 
for everyone. The catch is that 
our present distributive system is 
so faulty, that the happy state 
could not be achieved except un 
der governmental regulation and 
administration of all productive 
functions. After the mess gow 
ernment planners made of NRA, 
AAA,FERA, W P A and 
a dozen other planning jobs 














money, of the services of a really 
great chief executive of a large 
railroad system, corporation or institution of any kind, 
for that matter.” Those who know the job and the 
man, agree that any compensation that a conservative 
board of directors like that of the Southern Pacific might 
vote for its chairman, would not exceed the value of the 
services rendered each year by Hale Holden. 

Few people who are not actively identified with the 
property have any idea of its many different kinds of 
transportation mediums and of the gigantic problems in- 
volved in the directing of them. Southern Pacific has 
thousands of miles of rail lines, extensive water and 
electric lines and is in the bus and truck business on a 
good sized scale. Yet seated at his desk on the 24th 
floor of 165 Broadway, New York City, Mr. Holden 
has his fingers on every important feature of the activi- 
ties of that large, widely diversified and far-flung trans- 
portation system, the rail lines reaching all the way to 
Mexico City. He can tell you, a short time after he 
reaches his office every morning, just what is going on 
all over the Southern Pacific System, and likewise the 
latest developments at Washington with respect to the 
railroads. 

Under Mr. Holden’s direction and close supervision earn- 
ings of the Southern Pacific in the past two years, have 
shown larger gains than 


iiaiesianeaael why they should be expected 
to do any better on the big 
gest thing yet, is not easily 
explained. No, we cannot 
reach Utopia by that route. 
x ox 


Technological Unemployment 


The ghost of technological unemployment will not down. 
No matter how simple and obvious are the facts that one 
cites to refute the fallacy, it will still remain dear to the 
hearts of our professional labor leaders and others who 
believe the solution for unemployment is a blanket reduc: 
tion in the hours of work by governmental fiat. This pub 
lication’s business index on a per capita basis averages 73 per 
cent of the 1923-25 level. The employment index of the 
Department of Labor for January averaged 83 per cent 
of the 1923-25 level. The discrepancy is moderate 
and even so is to be questioned, both because the short-term 
variations in business activity are greater than those in 
employment and because this employment index is merely 
an estimate of employment in manufacturing industry alone. 

Federal relief figures show that some 34 per cent of all 
persons on relief are construction workers and that 20 per 
cent are farmers or farm laborers and that these two groups, 
together with domestic and personal service workers, make 
up fully 70 per cent of the relief load. These are not induy 

trial workers and no amount 



















































































those of any other western of reduction in the work 
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Dissimilarities between the recovers from a_ present 
two schemes include that 500 al level far less than 50 per 
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Investment 
Possibilities 


in A. I. & T, 


Will “Telephone’s” Nine-Dollar Divi- 
dend Be Continued? Can Further 
Price Appreciation Be Anticipated? 


By Francis C. FULLERTON 


N the magnitude of its far-flung properties, in the mil- 

lions of customers served daily and in the huge number 

of investors owning its securities the American Tele- 
phone and Telegraph Company is a national institution 
and by all odds the biggest enterprise in the world. 

As such, the strengthening or weakening of its position 
is both of vital concern to 850,000 owners of Bell System 
securities, including 657,465 holders of A. T. & T. com- 
mon stock, and of general public interest. 

The position weakened in 1931, 1932 and 1933, with 
telephone connections and revenues falling, and stockholders 
pondered the safety of the $9 dividend—a dividend which 
calls for a total distribution of $167,960,475 a year on 
18,662,275 shares of stock. 

The position strengthened in 1934 and still more in 1935, 
with telephone connections and revenues ascending—but 
till stockholders, or at least some of them, pondered over 
the continuity of that $9 dividend for a rather novel reason. 
There had come into wide credence a myth concerning the 
company’s dividend policy: to wit, that it felt a moral obli- 
gation in depression to pay the $9 rate, though far from 
earned, just as long as its finances would permit, but that it 
contemplated cutting the rate to $6 and rebuilding its sur- 
plus account as soon as times improved to such an extent 
that this action could be taken without undue hardship to 
the thousands largely, if not wholly, dependent upon the 
dividend. 


Dividend Policy 


Now it has been aptly said that there is nothing certain 
in this life but death and taxes; and no management would 
be rash enough to proclaim from the housetops: “Our divi- 
dend is $9 and it always will be and nothing on earth can 
change it.” Nevertheless it is today as certain as anything 
human can be that Telephone will not cut its dividend 
either out of policy or necessity, even though continued pay- 
ment of the $9 rate will very likely involve some further 
drain on surplus this year and even though a reduction 
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would fall less heavily on the general run of stockholders 
now than in 1933 or 1934. 

In a nutshell: Telephone’s policy is to pay $9 on its 
widely held stock: nothing more and nothing less—and to 
pay it year in and year out, good times and bad, so far as 
lies within its power and the reasonable financial safety of 
the enterprise. The “moral responsibility” that it feels to- 
ward its stockholders is neither stronger nor weaker now 
than it was in 1932 or 1933 or any other time. 

There is more in this policy than meets the eye on casual 
glance, and in considering the investment merit of the stock 
one will be well advised to ponder its full significance, to- 
gether with other factors of investment worth such as earn- 
ings, organization, management, finances and the political 
influences to which the enterprise is inevitably subject both 
as a public utility and a great monopoly. 


No “Rights” in Sight 


We stated above that the Telephone policy is to pay $9, 
nothing more and nothing less. The “nothing less” does 
not, at bottom, lie within the certain control of the manage- 
ment, for ability to pay can be affected by economic circum- 
stances or governmental action. But the “nothing more” is 
within the power of the management to control; and if 
there is something assuring to the investor in the “nothing 
less” than $9, there is also something of basic significance in 
the “nothing more” than $9. 

In short, the buyer of Telephone stock should realize that 
it is in the nature of a fixed income security and that there 
is no valid reason why it should sell on other than an invest- 
ment basis. There are restrictions upon the dividend and 
upon earnings that do not apply to competitive industrial 
concerns not affected with a public interest. While it is 
true that in former years valuable “rights” incident to stock 
subscription privileges in varying amounts from time to 
time lent a semi-speculative aspect to the equity and may 
do so again at some future time, this can be put out of the 
present reckoning because it would require more than four 
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years of gain in the number of telephones in service at the 
rate of increase of the past year to call for full use of the 
Bell System’s physical facilities as expanded in the late years 
of the last period of general prosperity. 

If the stock, then, should sell on an investment basis, 
what should its price be? Assuming absolute safety of the 
return, the yield should be not much, if any, more than 
that of a good bond and, accordingly, should be determined 
largely by the prevailing state of the money market, which 
at present shows virtually record low interest rates. In 
line with existing money rates, Telephone common would 
yield the relatively good return of 4 per cent at a price of 
$225 per share and 42 per cent at a price of $200 per 
share—prices which compare with the present market of 
approximately $175 per share. 

In strict investment theory, therefore, an appreciation in 
the stock of $25 to 


phone service is also extended to Mexico, Canada and Cuba 
by wire and by radio to most other countries, so that 93 per 
cent of the world’s telephones can be reached from any 
Bell System instrument. 

The main revenues are derived from telephone calls, local 
and long distance, averaging at present around 61,000,000 
daily, which means a gain of 4.1 per cent in number of 
local calls and 4.6 per cent in number of toll and distance 
calls, as compared with 1934. 

The numerous other communication services provided 
include radiotelephony for reaching ships at sea; a tele- 
typewriter switching service which connects teletypewriters 
throughout the country; the leasing of private wires for 
communication by telephone, teletypewriter and telegraph; 
and the furnishing of network lines to radio broadcasting 
companies. In some of these services the company both 

competes with radio 
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ity, let us hasten to 

emphasize that it is a stock and not a bond, that it is pre- 
ceded in claim upon earnings by a substantial total of bonds, 
that the dividend is not being covered by earnings and, fin- 
ally, that the enterprise will forever be subject to the rigidi- 
ties and restraints of public regulation as both a utility and 
a monopoly. 

Hence, what the stock might sell for in strict investment 
theory is one thing, and what it will sell for—when con- 
sideration is given to its limitations and their psychological 
interpretation—is something else again. 

The Bell System is composed of a closely integrated group 
of telephone companies providing a single, unified telephone 
service in the United States. 

This fifty-year old combination is headed by American 
Telephone & Telegraph, which owns approximately 90 
per cent of the voting stock of its twenty-four associated 
telephone companies and more than 70 per cent of their 
total capital obligations. 


Sixty Million Calls a Day 


This system, at the start of this year, had in service 13,- 
844,000 telephones or 1,746,000 fewer than were in service 
at the end of the peak year 1930; and connected with it 
through some 6,700 smaller telephone companies and 25,000 
rural lines are an additional 3,506,000 telephones. Tele- 
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the central co-ordina- 
tor, banker for the system and owner of the long distance 
lines which connect the regional units. The Western Elec: 
tric Co., controlled through stock ownership, is the manu 
facturer furnishing economical equipment. The central or 
ganization and the Bell Telephone Laboratories, Inc., pro 
vide scientific research and development. 

The A. T. & T. has supplied the system with the greater 
part of its capital through sale of A. T. & T. stock and 
bonds, the money thus obtained going into the securities of 
the associated companies and thence into the construction 
of their telephone plant. 


Financial Status Strong 


If you look at the consolidated balance sheet of the Bell 
System the significant items are: telephone plant, $4,266, 
584,160; investments in controlled companies, $208,713,100; 
cash items, $267,740,302; current receivables, $91,640,280; 
materials and supplies, $48,869,839; total assets, $5,059, 
352,366. 

And among liabilities the significant items are: funded 
debt, $1,078,377,463, of which $453,902,713 is indebted- 
ness of A. T. & T. and $624,474,750 that of the associated 
companies outstanding at the end of 1935; capital stock of 
A. T. & T., $1,866,227,500, stock of associated companies 
$131,979,143; preferred stock of associated companies, $97, 
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sum was spent $175,469,287 for current maintenance of 
plant and equipment, the expenditure representing 4.2 per 
cent of the cost of average plant in service; the sum of 
$171,681,516 was charged off fo: depreciation, representing 
4.3 per cent of the cost of average plant in service; traffic 
expenses, chiefly operators’ wages, took $131,839,788; com- 
mercial expenses absorbed $74,541,595; and administrative, 
pny general and miscellaneous expenses took $102,- 
2595711. 

This leaves net operating revenues of $282,941,863, out 
of which must be deducted $95,923,952 for Federal, state 
and local taxes, leaving operating earnings of $187,017,911. 
Adding non-operating earnings, total net earnings come to 
$199,911,581. From this $52,372,527 is deducted for bond 
interest, leaving net System income of $147,539,054. After 
allowing for dividends on preferred and common stocks of 
associated companies held by the public, the final net income 
applicable to A. T. & T. common is $132,794,782 or $7.11 
per share. 

Such, in brief, are the operating 
statistics. The changes during the 
depression years have been moder- 
ate, as would be expected of so 
essential a service. From the 15,- 
590,000 Bell telephones in service 
at the close of 1930, the total fell 
to 13,079,500 at close of 1933 
and had increased to 13,844,000 
by the end of last year with a 1935 
gain of 466,500 following 1934 
increase of 298,000. From peak 
operating revenues of $1,103,939, 
805 in 1930, this figure fell to 
$872,406,227 by the close of 1933 
and has since recovered, as above 
stated, to $934,370,872. Net in- 
come applicable to A. T. & T. com- 
mon was $184,258,836 in 1930, 
fell to $111,341,875 in 1933 and 
recovered, as above shown, to 
$132,794,782 last year. 

Because of stock financing in 
1930 and 1931 the cash position in 
those years is not comparable with 
that in the years 1932-1935, but 
the latter four depression years, 
without raising of additional capi- 
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fits taxes, the earnings would be well above the $9 dividend. 

Continuing research is a familiar strong point of the 
enterprise and its commercial fruits have far exceeded its 
costs over the years. The most recent research development 
coming to public attention is the coaxial cable, which the 
company proposes to install between New York and Phila- 
delphia for experimentation in television and multiplex tele- 
phony. 

Sales of the manufacturing subsidiary, Western Electric, 
are mainly to the parent concern, since about 90 per cent 
of its business is in telephone equipment. The Bell Sys- 
tem having stopped growing in 1931, Western Electric sales 
fell from a 1929 peak of $410,950,000 to less than $70,000,- 
000 in 1933. Last year they increased to $105,400,000 and 
the company had net earnings of $2,620,279, following 
losses aggregating more than $30,000,000 in the three pre- 
ceding years. In 1929 and 1930 it paid a total of more 
than $46,000,000 in dividends to A. T. & T. 

No examination of Telephone’s prospect would be com- 
plete without attention to the 
political and governmental influ- 
ences to which it is subject. It 
need hardly be said that since the 
company is subject to the regula- 
tion of the Federal Communica- 
tions Commission and its asso- 
ciated companies to the regulation 
of various state commissions, there 
is seldom a time when it is not in- 
volved in litigation, rate cases or 
investigations. These matters are 
a part of the business—and ex- 
pense—of running a utility, and 
with the net outcome thus far of 
all litigation and disputes the stock- 
holders have little, if anything, to 
complain about. 

As a generality it may be held 
that the dangers in this aspect of 
the enterprise probably have been 
exaggerated in the investment 
mind. The position is less vulner- 
able than that of the average utility 
for several reasons. First, where- 
as the objective of most utilities is 
to earn for stockholders the maxi- 

(Please turn to page 668) 
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The 
Roots 


of War 


Pride — Prejudice — Population - 


What's Behind All the Saber Rattling 
in Europe and the East? What Are 
the Chances of Avoiding Conflict? 


HE fear of war is universal: international pressure for 
peace seems to increase in direct ratio to armament 
manufacture. While there is a widespread horror of 

war throughout the world, there is an equally firm convic- 
tion that another war is just around the corner. What is 
the matter with the world? The matter is that the pathetic 
aspiration of the people for peace and the policies of their 
leaders are in conflict. The will of the people is perverted 
or rendered impotent by the suppression of democracy, by 
craftily contrived propaganda, propaganda which appeals 
to the fundamental motives of self-preservation, and at the 
same time throws out the tempting bait of greater material 
prosperity. This wholesale dissemination of propaganda 
ignites the smouldering passions and desires of human na- 
ture, nourishes the deep roots of primitive instinct, crys- 
tallizes the inarticulate consciousness of the masses. Hence 
the casus belli is basically the same whether expressed in 
philosophical, political or economic terms. Granted a priori, 
man being as he is, that war cannot be abolished, the ques- 
tion arises—what of the next war? 


Japan is on the March 


There are two main centers of unrest—Japan and Ger- 
many. A conflict breaking out anywhere is pretty certain 
to set off the fireworks in either of them, if not in both. De- 
spite the recent moves in Germany, first skyrocket may be 
sent up in the Japanese-Soviet conflict. Japan is on the 
march; and probably will not halt until a political hegemony 
in Eastern Asia is established. Military aggression is cloaked 
under the guise of a racial movement. The yellow race 
rises against the white race—whether politically white or 
red is of no consequence. This is where the clash with the 
Soviets comes in. The Soviets are only too eager to keep 
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out of trouble in the Far East for the momert, but they have 
plunged so deeply into eastern problems that there is no 
turning back. 

The U.S.§.R. is today in the limelight in Eastern Asia, 
and for the Japanese as well as for the racially conscious 
Chinese, the Russians represent a double peril—red politi- 
cally, white racially, rank outsiders whose meddling in 
Eastern affairs is highly undesirable. The first idea of the 
Soviets from 1922 to 1924, in turning toward the East, was 
a purely political pursuit—the breaking-up of capitalism in 
colonial and semi-colonial countries. The discontented mass 
was there, and hence propaganda spread like wildfire. Scraps 
of European civlization, not assimilated by the Eastern 
mentality, had prepared the ground for any subversive 
theory. Hence slogans of world revolution against the 
white oppressor, of the greed of capitalism, of the liberation 
and freedom of all races and castes, went over big. The 
Soviets opened schools for political propaganda, where the 
art of staging a revolution was taught in all languages, and 
in all dialects of the East. The fact that this teaching of 
purely material communism could not be grasped by the 
oriental mind did not matter at the time. The immediate 
and evident object was the overthrow of the capitalist power 
of the white races. 


Race Prevails Over Politics 


Little by little, when the novelty of these ideals lost their 
pristine charm, the deeper oriental psychology began to 
assert itself. Professional agitators in the Kremlin were un- 
able to cope with the changing consciousness of the new 
communists. Today the Soviets have realized their mistake, 
and this explains their political humility before the ad- 
vancing Japanese. The subtleties of the Pan-Asiatic move- 
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ment are beyond their understanding, and the masses 
rallying to this movement are overwhelming. Signs of this 
political humility have been in evidence for some time— 
witness the sale of the Chinese Eastern Railway, the retreat 
of the Soviets from Manchuria, their slowness to support 
Mongolia against external aggression (and this after posses- 
sing absolute control over Mongolia for the last ten years). 

Still, war in the Far East is probably unavoidable; for 
although the Soviets are reluctant to make a firm stand at 
present, ultimately the clash of opposing political opinion, 
the conflict of racial prejudices, the competition for natural 
resources, will be sufficient to provoke an outbreak of 
hostilities. The double-tracking of the Trans-Siberian rail- 
way has been rushed to completion, clouds of military 
airplanes observe the Manchurian frontier, fleets of sub- 
marines (knocked-down) are unloaded at Vladivostok, 
and Moscow admits that it has “sufficient” armies in 
the East. 


The Lordly Nordic 


Germany provides the other center of unrest—unrest 
which moves progressively and apparently inevitably towards 
the boiling point. Consider her arbitrary nullification of 
clauses, one after the other, of the Versailles Treaty. And 
now Locarno, too, goes by the board. There is, of course, 
some truth in Germany’s contention that the Treaty of 
Versailles was imposed upon her at the sword’s point and 
that therefore she cannot consider it binding. But by the 
recent occupation by her army of the demilitarized Rhine- 
land she violates a post-war treaty in which there was pre- 
sumably no element of coercion. She does this with one 
hand and with the other offers a distracted Europe further 
guarantees of peace and non-aggression. Is there any won- 
der that France and other countries feel that there have 
been altogether too many “scraps of paper” in their dealings 
with Germany? 

The accent on “race’’ which has been such a feature of 
the Nazi regime in Germany is due primarily to the depres- 
sion, moral and material, which followed in the wake of the 
war and the Treaty of Versailles. But the seeds of this 
movement of race purity and of the doctrine of Nordic 
superiority are to be found scattered through German litera- 
ture of the pre-war era. With Hitler's boisterous and lusty 
urge for selective propagation, space grows more confined, 
and Germany's clamor for colonies is becoming deafening. 
The conviction is 
prevalent that Ger- ie 
many, failing colonies, i 
contemplates the an- 
nexation of a part of 
Ukrainia and the Bal- 
tic States. This proj- 
ect, involving as it 
does the assimilation 
of so many different 
minorities, and even 
nationalities, entails 
innumerable practical 
difficulties. Neverthe- 
less, all countries see 
clearly that Germany 
intends to have an 
outlet, and each coun- 
try naturally fears 
that she may be the 
sheep led to the fs 
slaughter. Thus, Eu =. + 
rope entrenche, | | 
forms alliances for 
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mutual protection, while Germany strengthens her arma- 
ments and builds up a navy and merchant marine, ostensibly 
for future colonial communications. The extent of rearma- 
ment in Germany may be measured by the rapid increase of 


activity in the metallurgical industry. For example, the 
Rhine Metal Waren und Maschinen Fabrik, Dusseldorf, 
controlled by the VIAG, a holding company in the hands 
of the Reich, shows in its annual report a net profit of 
18,300,000 RM. as against 7,800,000 RM. in the preced- 
ing year—an operating turnover of 258 millions in 1934, 
as against 405,700,000 RM. in 1935. Shipbuilding com- 
panies are likewise working at full capacity. In fact the 
Stettin plants, because of the rush of orders, have recently 
purchased waterfront real estate in Hamburg for the in- 
stallation of additional operating equipment. Reports from 
Hamburg state that German shipbuilding has under current 
construction a total of 187 vessels, with a total tonnage of 
531,700 tons. 

Meanwhile, Germany makes every effort to achieve 
economic independence, and great progress has been reached 
in certain branches of industrial activity. Thus, for ex- 
ample, in 1925 Germany had an import surplus over exports 
of automobiles amounting to 43.7 million RM., whereas in 
1935 practically a 100 per cent reverse trend in the German 
automotive foreign trade is recorded, showing a 40.7 million 
RM. exportable surplus over imports of cars. In fact the 
total value of exported automobiles, spare parts not in- 
cluded, reached 50.2 millions in 1935, 69.9 per cent above 
the 1934 figure. 

Germany in 1935, as in 1914, is a power to be reckoned 
with. European security and the extension of European 
peace throughout the course of this year, perhaps through- 
out the course of next year and even longer, depend upon 
one of two factors—the encirclement of Germany by a ring 
of bayonets—the French policy; or the British policy of 
collective security within the framework of the League, and 
with the voluntary collaboration of Germany. 


Germany Arms for Offensive 


This thesis that Germany arms only to prevent foreign 
interference with her internal political and economic policies 
can not be accepted. The League nations have rather 
passively accepted Germany's unilateral revisions of the 
Treaty of Versailles and, after a good deal of talk and little 
action, they probably will accept the violation of Locarno, 
Europe is afraid of 
Germany, so afraid 
that we have just 
witnessed the con- 
clusion of the incon- 
gruous defensive alli- 
ance between the new 
Russian oligarchy 
and the French Re- 
public, and the spec- 
tacle of the very 
French officers who 
saved Poland from 
the Reds in 1920 sit- 
ting around the war 
council table with the 
men they then frus- 
trated. Instead of 
meddling in German 
affairs they are ani- 
mated by the purpose 
of keeping Germany 

(Please turn to 
page 671) 
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Good and Bad in Proposed 
New Corporate Taxes 


Larger Dividends Will Be In Order 
—More Stock Financing Probable 


By Laurence STERN 


RESIDENT ROOSEVELT’S proposal to repeal the 

present corporate income, capital stock and excess 

profits taxes and substitute therefor a heavy tax on un- 
distributed corporate earnings will constitute—if adopted— 
the most revolutionary change in the Federal tax system 
since the Federal income tax was introduced in 1914. 

As such it should have, and probably will get, very 
careful study in Congress, with attention to reasonable safe- 
guards. As this is written it seems to be the thought of 
many influential members of Congress that the new tax 
must not be permitted to preclude the building up of rea- 
sonable surpluses by corporations as a “rainy day” reserve. 
This also is the stated attitude of the President, who in 
elucidating his message made it clear that legitimate reserves 
could be maintained. 

Already, however, the debate is raging and many critics 
paint a horrible picture of the 


plus the much smaller capital stock and excess profits taxes. 

Criticisms now being hurled against the pending tax 
include the following: 

“It promises to make prohibitively expensive any attempt 
by corporations to build up in fat years reserves to see 
them through lean years.” 

“It should, by the same token, increase dependence of 
corporations upon banks and investors.” 

“It will undoubtedly make corporations with existing 
cash reserves, which would not be taxed, very reluctant to 
expend those reserves for additions or improvements to 
plants.” 

“It threatents a damper on the heavy goods industries, 
where recovery has persistently lagged and unemployment 
remains near peak levels.” 

“It might mark the end of the typically American era 
in which a man could start, 
as Henry Ford, Harvey Fire- 





destructive economic effects 





to be expected of the new tax. 
As to its probable effects— 
especially from a short term 


porate income tax ranging 








Companies That Could Increase 


stone and literally thousands 
of others started, with a few 
hundred dollars capital and 





to the capital market and de- 





point of view—on specific Dividends build up a national business 
industries and companies ete ‘Sunend by ploughing back earnings.” 
there is general agreement. 1936 It is observed that Ameri- 
The purpose of this article Chrysler ................... $2.00 $8.07 can business in the depression 
is to analyze briefly both the Borg-Warner .............. 3.00 5.89 | years paid out upward of 
general economic effects and Johns-Manville ............. .50 2.19 $20,000,000,000 more than 
some of the more important PM IE sks pecans sax 3.75 6.08 was earned and that had not 
specific effects upon leading | ee 1.00 3.82 accumulated reserves made 
industries and corporations OTe TTe 1.00 2.47 this possible the depression 
—with the reservation, of Minneapolis Honeywell ....... 3.00 8.00 would have been many times 
course, that we are dealing Continental Can ............ 3.00 4.21 more serious than it was. 
with a proposal which is not Commercial Credit .......... 2.50 6.03 Unquestionably, some of 
yet law, but probably will National Steel .............. 1.50 5.16 the economic effects will be 
be, and with the further National Lead .............. 6.00 10.78 harmful, if Congress fails to 
reservation that the precise Standard Oil of New Jersey. 1.25 2.00 (Est.) allow reasonable exemptions. 
range of rates to be imposed Westinghouse .............. 1.00 4.50 Obviously, the lower the pro- 
is not yet definite. It is suf- Chesapeake & Ohio ......... 2.80 4.05 portion of earnings that a 
ficient for our purposes of Sete & Western ....... 10.00 17.51 company pays out in divi- 
analysis, however, to assume Destiieiel tes ........... 1.00 2.01 | dends, the heavier will be the 
the imposition of an average Waters Willen ......«.::... 2.00 5.03 | penalty. Therefore, it would 
undistributed earnings tax of i 25 1.29 | put a tremendous obstacle in 
33 1/3 per cent, as com- Underwood-Ellictt-Fisher ..... 2.125 4.36 | the way of small or new cor- 
pared with the present cor- ieteeie’ Hie Pite....... 4.00 7.11 | porations, without recourse 
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ploughing back all possible earnings into their business. 

Thus, under such a tax system, it would have been diffi- 
cult, if not impossible, for a company such as Ford Motor to 
develop, as it did, out of surplus earnings and accumulate a 
surplus making it possible for it to survive huge losses in 
several depression years. 

Ironically, the proposal sponsored by an Administration 
opposed to concentrated wealth, would tend to preserve 
companies now large and strong and put a check upon the 
development of newcomers. 

t is dificult to see how Congress could fail to take 
such a tendency into account. Indeed, this may well be 
one of the biggest political obstacles that the proposal will 
meet with. On the other hand, if considerable exemptions 
are allowed to take care of this defect the tax will not yield 
the $620,000,000 expected of it, and it may not do so 
in any event. 

In the case of various large companies which believe it 
is in their longer interest, as well as that of shareholders, 
to pay small dividends, or none, while using surplus earn- 
ings to fortify their trade or financial position, there is 
presented the question whether the management or the 
Government is the best judge of what constitutes reasonable 
reserves. 

A familiar example of such a company is Gulf Oil. 
Another is Sun Oil, which 
pays a modest cash dividend 





practices as to reserves. It need hardly be stated that the 
proposed tax applies to future earnings and not to currently 
existing surpluses or undivided profits. 

Some major changes in dividend policy, however, will 
undoubtedly result in instances where earnings are high 
and distribution low. To cite a hypothetical example of 
this kind, suppose a company now earns $10 per share, 
after $1.50 taxes, and pays out only $1 in dividend, using 
the balance—as it conceivably may need to do—in building 
up reserves. Under the new tax it would report earnings 
of $11.50 and if it still paid a dividend of only $1 there 
would be a balance of $10.50 taxable at 33 1/3 per cent 
or $3.50 a share. Thus the burden would be more than 
twice as heavy as at present. 

This suggests at once a problem for some companies in 
the liquor industry. For example, Schenley earned $7.65 
per share last year and paid no dividend. The business is 
such that the company needs considerable working capital 
to carry large stocks of aging liquor. As a matter of fact 
it recently raised additional capital to put itself in position 
both to carry needed inventories and inaugurate a dividend. 
Had the new tax been in effect last year this company 
probably would have found it advisable to inaugurate a 
fairly generous dividend promptly and raise a larger 
amount of new capital than it recently did. The alternative 

would have been a much 
heavier Federal tax than is 





and capitalizes surplus earn- | 
ings by stock dividends in | 
varying amounts. 

It would seem possible for | 
some companies to avoid any | 
tax by paying out all earn- 
ings and raising any needed 
cash by selling “rights” to 
stockholders from time to 
time, thus tending to expand 
share capitalizations. And if 
the process were repeated 
year after year, resort to de- 
splits might be necessary to 
restore such stocks to a re- 
spectable market price! 

As for the fear that the 
new tax will make corpora- 
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How Proposed Tax Would Have 
Changed Some of the 1935 Earnings 


AMOTICAN CAM «6.6 6. d5ss 
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on now paid. 

As a generality the ten- 
dency of the undistributed 
earnings tax will be substan- 

tially to raise the aggregate 
‘iiinsie a of dividends paid and thus 
1935 tow tan lend further encouragement 
awe $5.83 $6.96 to the stock market. Presi- 
iio! 6.57 7.63 dent Roosevelt is reported 
ay 3.11 3.68 as estimating that after de- 
sin 1.99 2.81 preciation and reserves as 
soa 1.58 aoe now allowed by the Internal 
a, 2.70 $68 Revenue Bureau, corpora- 
a, 201 eee tions this year will add $4,- 
5 ase ‘na 500,000,000 to surplus. If 
—— wea pen the estimate is even near the 
—— enn “a reality, a 33 1/3 per cent 
tax could force a very large 

weak 4.63 5.48 Sy fies 
cd cae ine additional sum into distribu- 
paca 1.08 1.31 ae coe 
— ‘ie pen Curiously, the tax will in 
aw a one some instances reduce pres- 
ent Federal tax receipts. This 
. Pree: is notably true in the case of 








this conceivably may be the 
tendency in some instances. 

On the other hand, there are a great many corporations, 
in strong financial condition, which habitually pay out under 
normal conditions from 50 to 75 per cent of their earnings, 
having no need for any larger accumulation of surplus than 
present policies make possible. We are unable to see that 
such companies will in any respect be harmed by the 
undistributed earnings tax. 

To cite a hypothetical example, suppose a company shows 
earnings of $4.25 per common share after setting aside 
75 cents a share for Federal taxes. Its profit under the new 
set-up would be $5. If it paid dividends of $3, or 60 per 
cent of its earnings, there would be left $2 for surplus and 
the 33 1/3 per cent tax on this would be 66 2/3 cents 
per share or less than the present tax. If it wished to 
retain half of its earnings for surplus, the tax would be 
83 1/3 cents per share, a penalty scarcely heavy enough to 
induce any sane management to depart from conservative 
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the general run of utilities, 
which are at present paying 
almost all of their earnings out in dividends. For example, 
the American Telephone & Telegraph Co.—the biggest en- 
terprise in the country and a large Federal taxpayer— 
would pay nothing under the new tax until its earnings 
exceeded its $9 dividend. At present it is paying out more 
than it earns. 

Another group that would be favorably situated under 
the tax is the mining or extractive industries. If adequate 
allowance is made for depletion, which is certainly a per- 
missible reserve, mining companies could distribute in divi- 
dends practically all of their earnings, escaping any Federal 
tax. On the same basis some of the best situated oil com- 
panies should find it advantageous to enlarge dividends. 

On the other hand the tax would fall heavily on indus- 
tries which make relatively light book charges in their 
expense accounts. Railroads fall in this class, since they 

(Please turn to page 670) 
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Another Barrier to Recovery 


Gives Way 


Railroad Buying Adds Needed 
Impetus to Heavy Goods Activity 


By Joun D. C. WeELpon 


LL P W A lending for purchase of rail equipment 

ends because private credit once more can be had. 

In the first seven weeks of this year 6,931 freight 

cars are bought, as compared with only 830 in the same 

weeks a year ago; sixty locomotives, against five a year ago; 

a volume of steel rails and track accessories three times the 
volume of a year ago. 

We take such news casually today. Not so long ago it 
would have been sensational. We were praying then for an 
apparently distant recovery in heavy industry. ‘Here it is— 
the start, at least—in one of the most depressed fields of 
heavy industry and one of our major sources of industrial 
activity. 

In short, with the corner in construction having been 
turned last year, the last of the great ramparts of heavy 
industry's depression now begins to crumble. The sorely 
buffeted railroads, normally among the biggest buyers of 
materials and equipment, are on the up and once more 
are spending money. 

What is the significance of this new and hopeful trend? 
What will it mean in acceleration to our over-all recovery? 
The prospect for this year is one thing and fairly simple— 
a volume of rail equipment buying heavier than in any 
year since 1930, a volume that will breathe further life 
into the steel industry and that will produce many jobs 
where there have long been pathetically few. The longer 
prospect is something else again, and far more complicated 
—depending partly on economic factors but also in some 
degree upon govern- 
mental policies and re- 


greater toll than in any previous similar period of modern 
times. On the other hand the same five years have pro- 
duced more far-reaching changes and improvements in the 
new equipment available to the railroads than any similar 
preceding period. 

The tremendous depression decline in the traffic served 
by these facilities is a matter of such common knowledge 
that it requires no comment, but this is by no means the 
whole story of misfortune. Troubles that began before the 
depression have been aggravated in that motor trucks have 
cut further into some of the most profitable classes of 
freight trafic and more and more passengers have forsaken 
the rails to travel by automobile or bus. 

Now it is true that the railroads, or most of them, can 
have a very substantial recovery solely on the external 
factor of a general economic recovery, for it has been 
general depression that made by far the biggest dent in 
their aggregate revenues. But such fortuitous circumstances 
in itself would not produce a full railroad recovery even if 
governmental restraints were wholly lacking. Something 
more is needed, something wholly internal. Rail transport, 
indeed, must in large measure revamp its facilities and ser- 
vices if it is to recover any important proportion of the 
profitable traffic that has been lost to the motor vehicle. 

After the great readjustments of deep and protracted 
depression no industry that is worth its salt goes back 
merely to what it was before the depression. Good times 
for the railroads lie not back in 1929 but in a future which 
is partly of their own 
making, partly to be 




















strictions. shaped by the general 
For perspective, con- 5 , economic trend and 
sider what our railway Ten Years of Railroad Spending partly to be moulded 
transportation system by the wisdom or folly 
is and what has hap- pins —— gy od a of governmental regu- 
pened to it in five STRIPE $225,000,000 $380,000,000 $625,000,000 lation. 
years of acute depres- ele dee aia,s00,nee 370,000,000 pirate The clearly needed 
sion. It is $26,000, tesa. 2.) serso0000 ——seoa00.000 44,000,000 rebuilding and _mod- 
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obsolescence on these | eae 885,000,000 870,000,000 —1,559,000,000 the presently started 
facilities and equip- rebuilding of the na- 
ment have taken a tion’s homes as a crea’ 
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tor of business activity. As an engineering job it would be 
relatively simple. As a politico-economic problem it will 
be more difficult. 

An engineer would say: 

“Well, it is obvious that you must provide faster, cheaper, 
more convenient and more comfortable passenger service if 
you want to attract any considerable number of customers 
away from the motor bus or passenger car and back to 
the rails. And you will have to offer faster, cheaper, more 
efficient and more flexible freight service if you hope to 
recapture customers who today are getting a better deal 
from the motor truck.” 

Now for a very simple reason a new deal in passenger 
service offers greater immediate possibilities than a new 
deal in freight service, even though the latter also is im- 
portant. The reason is that only some 15 per cent of the 
available freight traffic has been diverted to highway car- 
riers, and even if the railroads recovered half of this the 
gain would be relatively small in comparison with the much 
bigger trafic gain that a full economic recovery would 
provide. On the other hand, consider the striking fact that 
the railroads could 
double their present 
passenger trafic by 
taking over merely 5 
per cent of the cur- 
rent motor vehicle 
passenger traffic. 

The approach has 
already been clearly 
shown by the success 
of light-weight, short- 
er, faster, more com- 
fortable stream - line 
trains on several rail- 
roads. There can be 
slight doubt that these 
are forerunners of a 
far-reaching revolu- 
tion in rail passenger 
service over the years 
ahead and that the 
gradual transition will 
involve large  pur- 
chases of new and 
radically different 
rolling stock. 

In this approach 
the railroads will be adopting some of the principles of 
light-weight, economy, flexibility and convenience that the 
motor industry has so effectively developed and exploited. 
Moreover, although involving less simple engineering prob- 
lems, there is no reason why some of the basic automotive 
principles can not profitably be applied over a period of 
years to freight equipment and service. 

Lighter-weight freight cars would mean less wear on 
rails, less fuel consumption and, therefore, more economical 
operation. Faster and more flexible freight service would 
be to adopt one of the present important advantages of 
the motor truck. The inherent advantage of open right- 
of-way is with the rails. The handicap, chiefly, is in delivery 
of freight to and from the rail terminals or stations. 

What is going to happen seems quite plain. In a nutshell, 
the railroads will increasingly make use of automotive prin- 
ciples and the motor vehicle itself, providing a co-ordi- 
nated rail-motor truck service. Purchase of motor trucks 
and buses by the railroads last year was double the volume 
of 1934 and in all probability will more than double again 
this year. 

On April 1, the Pennsylvania Railroad will extend free 
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New orders speed locomotive building 





pick-up and delivery service throughout its system and will 
be followed by other Eastern carriers. With the Western, 
Southwestern and Southeastern roads already performing 
this service, the practice is rapidly spreading throughout the 
country. For shippers performing such service for them- 
selves the railroads grant a freight allowance of 5 cents per 
100 pounds. The shoe is now on the other foot! The 
truckers claim this is a rebate and charge the railroads with 
cutting rates. 

It is not intended here to imply that technological advance 
has been confined to the motor industry or that it has passed 
by the rails and rail equipment in recent years. The 
contrary is true. Since 1922 the number of cars in the 
average freight train has increased 21 per cent, there has 
been an increase of 50 per cent in the ton-mile perform- 
ance of the average freight train, there has been a decrease 
of 25 per cent in the amount of coal consumed by steam 
locomotives per ton-mile and payments by railroads for lost 
or damaged freight per loaded car have been reduced by 
52 per cent. 

Nor is it intended to imply that the great changes ahead 
in rail equipment and 
service will come 
overnight. Rather we 
will see a gradual 
trend toward new 
type equipment, par- 
alleled meanwhile by 
a very substantial in- 
crease in buying of 
present type locomo 
tives and cars to meet 
the immediate needs 
of rising trafic and 
made possible by ris- 
ing revenues and 
much improved rail- 
road credit. 

Some idea of the 
obsolescence of exist- 
ing rolling stock can 
be had from the fact 
that approximately 
60 per cent of 
steam locomotives are 
more than twenty 
years old, while nearly 
45 per cent of all 
freight cars are more than twenty years old and 22 per 
cent are more than twenty-five years old. Moreover unser- 
viceable freight cars at the close of last year were nearly 16 
per cent of the total on line, while unserviceable locomotives 
at the year-end were 10,300 or approximately 22 per cent 
of those on line. 

The huge latent demand indicated by such figures is not 
a matter of theory. It is a relatively simple matter for a 
railroad to figure the cost of operating a particular train 
with a particular type of rolling stock. It is also a simple 
matter to prove the substantial operating economies that can 
be effected in operation of new type rolling stock, particu- 
larly as regards locomotives—in which the roads are now 
offered a choice between the steam engine, the electric 
engine, the internal-combustion engine and the Diesel-elec- 
tric engine, whereas formerly the choice lay only between 
steam and electric. All four types have been radically im- 
proved in recent years. 

Today on the Burlington, the Union Pacific, the Balti- 
more €& Ohio, the St. Paul, the New Haven, the Gulf, Mo- 
bile & Northern and other roads a variety of radically 

(Please turn to page 668) 
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Significant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


The Netherlands— 
The Gold Standard 
Costs Gold. 


Holland gets a 
Trade Agreement 
and sticks to gold. 
The Netherlands 
were not unready to 
enter into negotia- 
tions for the treaty 
recently signed with 
the United States, 
for trade has been 
going against them 
lately, if for no other 
reason than that their 
money was so high 
in price that their 
products could no 
longer compete. Be- 
tween 1933 and 
1934, the years when 
the dollar was sliding, 
imports from the 
Netherlands fell off 
from $31,000,000 to $28,000,000, approximately 10 per 
cent. At the same time, showing the converse of the mone- 
tary metal, American exports to the Netherlands advanced 
by 2 millions and a sizable fraction. American shipments 
to Holland were worth $45,250,000 in 1932; $48,658,000 
in 1933, and $50,967,000 in 1934. Such a situation was 
too abnormal to last, and was corrected partially during the 
first ten months of 1935, when Dutch exports to America 
advanced and American exports to Holland fell off from 
$43,000,000 to $39,000,000. Even making allowance for 
the fact that part of this decline may be explained by lower 
purchasing power in Germany, it called for action. 

The Holland-American trade agreement is characterized 
by generosity on both sides. It may make the cigar wrapper 
people in Connecticut and Virginia and the Carolinas feel 
indignant, yet it certainly promises to put an end to some 
of the conditions inimical to commerce between the coun- 
tries. Just one—the outstanding—example. Dutch cheese, 
the most notable Holland product because of its reputation, 
had been falling off. In 1932 America imported $258,700 
worth of the orange cannon balls; in 1933 only $249,950, 
and in 1934 only $222,300. Now this may all be changed 
by the new duties of 5 cents per pound on Edam and Gouda 
cheeses. 

Many products from the Netherlands East Indies are put 
on the free list, and not least important among these is quin- 
ine. Holland, in exchange, is going to do the right thing 
by American wheat, and will admit larger quantities of 
many American products heretofore kept out by quotas and 


640 





Handling Holland’s most notable export product—cheese 


restrictive measures 
that now are eased or 
done away with en 
tirely. Aside from 
“horse meat, salted” 
and “soybean cake,” 
there are items like 
Portland cem ent, 
synthetic nitrate, 
wire, sheet Zinc, 
leather and footwear, 
and _ fabrics, which 


' 


WCOURA™ 


should advance 
American commerce 
with the Dutch con- 
siderably. 


Import trafic in 
Rotterdam suffers 
from keen competi: 
tion with Hamburg 
and Antwerp, al 
though Antwerp and 
Hamburg show a se: 
vere loss in tonnage 
during the last twelve 
months. 

The value of total Dutch exports has advanced from 945, 
506,000 guilders in the first eleven months of 1934 to 1,- 
128,070 guilders for the same period in 1935. These fig- 
ures look different, however, when coins and bullion are 
subtracted, leaving 655,862,000 for 1934 and 623,393,000 
for 1935. Holland starts the new year with a gold reserve in 
the National Bank of 666,881,376 florins (as at January 
20, 1935) as contrasted with 821,708,991 florins on Janu- 
ary 21, 1934. The gold standard costs gold. 


Austria—Indifferent to Interfering Relatives. 


France must deem itself lucky to have found among the 
frigid friendships of the Central European States such a 
staunch pal as Czecho-Slovakia, obedient and discreet, active 
and willing. Thus Czecho-Slovakia now suggests that the 
Soviets as friends of France and of herself, should partici- 
pate in discussions of a Danube Pact which, among other 
aims, is destined to safeguard the independence of Austria. 
However that defenceless country is probably due for the 
ignominy of the “Anschluss” and the menace of Nazi attacks, 
although France, in order to prevent it, is almost ready to 
admit the restoration of the Hapsburgs. Even more incon’ 
gruous is the supposition that the Soviets will sanction the 
return of the Hapsburgs to the Austrian throne with the 
benign blessing of Litvinoff. 

Behind this illogical turn of events lies a more reasonable 
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inference that Czecho-Slovakia is insisting upon Soviet col- 
laboration in the Danube Pact to promote a rapprochement 
between the Soviets and reluctant Jugo-Slavia, as well as a 
similar rapprochement between the Soviets and Rumania, 
where King Carol obstinately opposes Titulesco’s military 
treaty with the U.S.S.R. 

Austria, who considers these well-meaning gestures on 
her behalf as the interference of annoying relations, re- 
mains stolidly indifferent to Soviet affiliations. 


* cs * 
French Bankers Financing Russian 
Orders. 


When the question of a possible credit with the U.S.S.R. 
came up before the Chamber of Deputies, avaricious rentiers 





bonds issued by the Tsar. To stagger a decision on Soviet 
credits, the bill has been relegated to the Commission des 
Finances. In September, 1935, however, Minister of Com- 
merce Bonnet, authorized a French financial group to 
extend credits to the Soviets with a government guarantee 
of 80 per cent of the amount involved. The deal, however, 
has been dropped. It is now rumored that the Bank Selig- 
man of Paris has taken up the matter through one of its 
executives, a M. Ceggan, opportunely married to the niece 
of Prime Minister Sarraut. In cahoots with the Seligman 
Bank is the most important French electrical utility com- 
pany, the Compagnie Parisienne d’Electricité, also railway 
equipment firms angling for Soviet orders. Thus, as the 
story goes, the Bank Seligman, together with the Bank Drey- 
fus, is expected to 
finance Russian or- 





centers, scarcely requires such extensive aerodrome facili- 


ties for commercial trafic. The existing air lines over 
Lithuania from Berlin and Kénigsberg to Moscow and 
Riga have heretofore been more than adequate for normal 
mail and passenger demands. The establishment of air 
ports can have only one explanation. Following the lead 
of Czecho-Slovakia, Lithuania, strongly influenced by the 
Soviets, because of traditional ill-feeling against Poland in 
the past and fear of Germany in the future, has agreed 
to allow Lithuanian territory to serve as a base for the 
Soviet air forces. Méilitary attachés agree on the strategy 
of these tactics, since it is apparent that they move the 
Soviet air frontier to the very border of Germany in 
East Prussia. 


* 2 2 


Ensland—Bullish on Wall Streeet—Within Limits. 


The London “Financial News” summarizes the outlook 
for the American security market with this optimistic sen- 
tence: “The Administration wili be able for the present to 
stick to orthodoxy and to avoid drastic measures, and with 
business improving, that is all that the investor requires.” 
In the same vein the “Statist” remarks that the fact that 
neither the T.V.A. decision nor subsidence of inflation sen- 
timent was able to impede the upward movement in secur- 
ity prices, has added considerable weight to assertions 
prevalent in many quarters that the enhancement in values 
is fundamentally due to a rapid recovery in trade and a 
promising outlook for the near future. 

In commenting on the ability of Wall Street to shake off 

political uncertainties 
and other restrain- 





ders, ironically giving 
the “Humanité” a 10 





ing influences, the 
‘Investors’ Chron- 
icle” in its last issue 
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zation of the Red 
Army from the point 
cf view of a French 
military ally, is the 
following scrap of authenticated information. Lithuania 
has for some time past been at swords’ point with Germany 
not only on the Memel question, but also as regards the 
attempt of Germany to impose on Lithuania economic 
subjection. 

Hence, in view of the present tendency to encircle Ger- 
many by a ring of alliances, the Lithuanian Parliament 
recently passed a bill for the immediate installation of 
eleven aviation fields on its territory. Obviously Lithuania, 
a purely agricultural country with few important urban 
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Lithuanian Airports 


business condition 
seems to be sounder 
than at any time since 
the depression started, 
and is ample justification for fair confidence in a slow up- 
ward movement in security prices. Observers of stock 
market conditions are becoming a little dubious of the 
soundness of the present confirmed bullishness of the mar- 
kets, not because they are doubtful of the business recovery, 
but because it is very apparent that speculation is becoming 
the mainspring of public interest. And speculation feeds 
upon its own enthusiasm, and confines itself within no 
reasonable limits.” 
(Please turn to page 670) 
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Will Last Fall’s Sales Spurt in New Cars Prolong the Let- 
Down of Early °36? 


q Can the Motor Industry Shake Off the Used Car Incubus? 


Appraising Prospects for the 
Motors 


By Grorce W. Matuis 








ECAUSE it has 
been so potent a 
factor in our 

climb to prosperity from 
the depths of depression, 
the degree of activity in 
the automobile industry 
this spring is a matter of 
prime moment. Usually 
March and April are 
the year’s best months, 
but this year the situa- 
tion has been compli- 
cated by the introduc- 
tion of new models in 
the fall and it is now a 
question of how much 
November and Decem- 
ber, 1935, have robbed 
March and April, 1936. 
That the spring 


PER CENT OF TOTAL 








Thus, it must be taken 


New CAR REGISTRATIONS that the potential re: 


placement demand for 
automobiles this year and 
next is not only very 
large, but very urgent. 
This potential demand 
has gone beyond where 
people merely could use 
a new car to the point 
where they dream, hope, 
and strive actively for 
one. 

This condition alone 
would afford sufficient 
reason to look optimis 
tically upon the outlook 
for the automobile in- 
dustry, even though one 
knew that there was 
little prospect of a 


10 YEAR AVERAGE 
| 

















months this year have 
been robbed to some ex- 
tent by the unprece- 
dented volume of sales 
late last fall can hardly be questioned. This, is not to say, 
however, that March and April cannot be good months, or 
even that they cannot be better than last year. Whether 
they will or not depends upon a number of circumstances 
which provide the basis for this discussion. 

Basically, volume of automobile sales depends upon two 
factors—people must have first of all the will to buy and 
they must have the wherewithal to buy. People desire to 
buy mainly when their present cars become old and shabby. 
Unless, however, they are plentifully endowed with pur- 
chasing power they will stifle the need up to a point; but 
when this is reached they will have a new car, or a better 
used car, though it means doing without other things to 
obtain it. Now, the life of an automobile is generally 
placed at seven years so that, as a rough guide, it may be 
taken that the 1928 cars are the ones now becoming too 
old and shabby even for the least exacting. The following 
year, 1929, was record-breaking and these cars, also, ap- 
proach the scrap heap. ; 
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Note the effect of the autumn announcement of new models 
on the sales trend. 


dynamic increase in the 
country’s purchasing 
power. When such a 
potential demand exists, 
however, in conjunction with the clearly defined likelihood 
of an accelerated general recovery there can be no doubt 
as to the brightness of basic conditions. 

The car-buying public is going to obtain the necessary 
wherewithal from a number of different sources. Some of 
it will be generated by the greater activity in general busi- 
ness. This is an increase in true purchasing power. A 
great deal of it, however, represents the cumulative effect 
of the Government's deficit. All this money that is being 
poured out for relief, public works and the like is spent 
immediately by those who receive it and eventually much 
of it finds its way into the hands of some one who wants to 
buy a new car. The soldiers’ bonus which will be distributed 
shortly is a special example of this: instead of buying new 
automobiles indirectly for its citizens, no one seems to ques’ 
tion in the case of the bonus that the Government will be 
making direct donations of automobiles to no small number 
of our ex-heroes. 

There is nothing new, of course, in the basic conditions 
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affecting the automobile industry; a similar potential and 
actual demand existed last year. It is necessary, however, 
to restate them, stressing the fact that in strength they are 
increasing rather than waning. Thus, is set up a back- 
ground to which less permanent factors can be correctly 
proportioned. Currently, automobile production is on the 
down grade. Retail sales have dropped off sharply and, 
although producers might be willing to continue operations 
for stock, the complications of factory storage make such a 
course impossible. All dealers, of course, are stocked fully. 
It has become imperative, therefore, to curtail operations 
and Detroit for all intents and purposes is working at the 
present time on a 7-hour day, three-day week. Total output 
for the month of February is placed at 270,000 units, a de- 
cline of more than 100,000 from the showing estimated for 
January and an exceedingly poor comparison with the 421,- 
000 units turned out in December. 


Weather Has Been Adverse Factor 


The principal reason for the lull, which has been con- 
siderably more severe than had been expected, is the 
weather. Some six weeks of snow and ice over almost the 
whole country has turned the public’s thoughts away from 
cars. Dealers have been unable to give demonstrations; 
there has been a problem in shipping cars out of plants and 
haul-aways have been greatly curtailed. The advent of 
milder weather however, will quickly remedy this situation. 
But more important to the automobile industry than the ice 
jams caused by frozen water is the jam caused by the piling 
up of used cars in dealers’ hands. 

This condition in the used car field is one that has been 
the cause of anxiety for some little time. Yet, while fully 
recognized and vigorously combatted, the problem is not 
solved. By radio broadcasts, by newspaper and magazine 
advertising, by concentrating salesmen upon the used car 
stocks, by increasing salesmen’s commissions, by paying 
bonuses for every car junked—indeed, in every way pos- 
sible—have manufacturers and dealers tried to lay the used 
car bugaboo. It is really the key to the whole automobile 
outlook, for unless dealers can move their used car stocks 
they will be forced to smaller and smaller allowances (some- 
thing already in evidence) and then virtually stop selling 
new cars altogether. 

The industry is hoping that warmer weather will increase 
the demand for used cars. It is to be remembered, how- 
ever, that, while more clement weather undoubtedly will 
stimulate the sale of both new and used cars, generally 
speaking for every new car sold another used car goes into 
the hands of the dealer. In other words, effective relief of 
the used car congestion depends upon selling more second 
hands than new. However, all observers are agreed that the 
number of high grade used cars is disproportionately large. 
This means that the dealers have to trade several times 





before they succeed in actually reducing their stock by 
one car. 
Nevertheless, despite the difficulties facing the industry, 


they do not appear insuperable. The favorable factor in 
the used car outlook is that the buyer of the lower and 
medium grade cars is more susceptible to wanderlust upon 
the advent of warmer weather than the man who buys new 
or high grade second hand cars. 

Very recent figures show, indeed, that there is some 
easing of the used car tension. Chevrolet, for example, 
reports used car sales for February at 149,698, a new high 
and 65,000 units more than in February, 1935. For the 
first two months of this year the total was 316,662, or 
nearly double the previous used car sales’ record established 
in the first two months of 1931. The company attributes 
the gratifying showing to the systematic campaign which 
it has made. All in all, it would seem as if one could count 
upon a further thawing of the used car situation be- 
fore long and consequently the sale of new cars will rest 
upon a firmer basis. 

The industry is counting upon this being the course of 
developments. Tentative schedules which, of course, are 
far from reliable, for they will be changed at a moment's 
notice in accordance with actualities, call for production on 
a four and five day basis during March. There is talk of 
March output reaching the 400,000-mark. If this were 
done, it would carry first quarter output to about 1,100,000 
units, or almost exactly the same as the output for the first 
auarter of 1935. Actually, of course, this is much better 
than it sounds, for last year at this time the industry was in 
a fever of activity, stocking up for the spring selling season. 
This year, much of the stocking up was done in the last two 
months of 1935, so that current production is more closely 
adjusted to actual sales than was the case last year, or for 
that matter more closely adjusted than it has ever been in 
the early part of the year. It is a reasonable assumption 
that if the early introduction of new models has hurt pro- 
duction this year no more than to hold it to the 1935-level, 
then, as the slowing down effect begins to work off as it cer- 
tainly will, 1936 should commence to draw away from 
1935. 


Next Year’s Models on the Way 


In the meantime, it must not be forgotten that the auto- 
mobile industry has now started to contribute to business ac- 
tivity in a manner that does not usually take place until 
much later on in the year. Next year’s programs are now 
under way. Pattern makers and model makers are in ac- 
tive demand in connection with 1937-model cars. Shortly 


orders must go out for dies and machine tools. This year, 

also, is to be one of extensive modernization and rehabilita- 

tion. General Motors intimated not long ago that $50,000,- 
(Please turn to page 667) 


























2F MOTOR VEHICLES 
2 hy REGISTERED IN U.S. 
8 Cte ee e+ 
i SERRE 

TEEPE 

eee 

“one 

ES mY ob 1905 





for MARCH 14, 1936 








Kay Ris = 


Large Gains for General Electric 


General Electric’s annual report was 
full of good news for stockholders and 
that there might be no mistake about it 
the company has just raised the quar- 
terly dividend from 20 cents to 25 
cents a share. The company showed 
a net of $27,843,000, compared with 
$19,726,044 for 1934. The more re- 
cent showing was equivalent to 97 
cents a share on 28,845,927 shares of 
no-par value stock, while for 1934 the 
equivalent of only 59 cents a share was 
shown. In the final quarter of last year 
profits gained almost sensationally, for 
the net was almost double that of the 
third quarter. It may, however, have 
been due in part to year-end adjust- 
ments. Although it might seem that 
the dividend that has just been estab- 
lished was not being covered by earn- 
ings, this would not be the case should 
earnings this year continue to run in 
a manner comparable with the last 
quarter of 1935. In any event General 
Electric is so strong financially that it 
could easily afford to distribute to 
stockholders somewhat more than was 
being earned. With every prospect 
that the demand for small electrical 
appliances will continue at record levels 
and that it should not be long before 
the public utilities and others begin to 
order heavy equipment in volume, the 
outlook for the company is bright. 


* * &* 
Amerada’s sensational rise of almost 
ten points on March 4 and 5, while 


other oil issues were comparatively un- 
changed, is attributed to the news of 
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Assembling a huge turbine generator in General Electric's plant 


gas for domestic use registered a pro 
nounced upturn, whereas domestic sales 
of manufactured gas were about 3% 
lower. This advantage in favor of 
natural gas reflects the continued ex. 
tension of pipe lines to important con- 
suming centers. Increased sales of 
natural gas contributed to the substan. 
tially improved showing made by Co- 
lumbia Gas & Electric last year. Earn- 
ings of 45 cents a share contrasted with 
25 cents in 1934, and the final quarter: 
alone accounted for 15 cents a share 
last year. Earnings of United Gas, 
likewise, recorded an appreciable up: 
turn last year. Total revenues of the 
company have gained some $6,000,000 
in the last two years. Net income last 
year was more than $2 a share on the 
second preferred stock, an increase in 
per share earnings of nearly 100%. 
Not only is natural gas one of the 
brightest spots in the public utility in- 


For Profit 


the company’s new well in southwest 
Texas. The well is reported to have 
run 1,365 barrels in an hour and twen- 
ty minutes. Even more important, the 
well is a wildcat, located on a solid 
block of 60,000 acres jointly held by 
Amerada and Rycade Oil. 


* * * 


While still on the subject of Amer- 
ada, this company is estimated to 
have twice as many barrels of 
oil in proven reserves per share of 
common than any other major com- 
pany. Based on latest estimates and 
figuring on the basis of $1.15 a barrel, 
Amerada’s reserves would be equal to 
$437 a share. Gulf Oil has the next 
strongest reserve position per share of 
common, equal to $105 a share, while 
following it comes Standard Oil (New 
Jersey), Seaboard and Pure Oil with 
reserves equal to $154, $147 and $132 
per share, respectively. 


* * * 


New Records for Natural Gas 


Sales of natural gas in 1935 increased 
more than 9% to attain a new high 
record, while revenues from the sale 
of natural gas were nearly 8% higher 
than for 1934. Of particular signifi- 
cance is the fact that sales of natural 


dustry, but its favorable influence has 
been felt prominently in other quarters. 
Earnings of United Carbon, a large 
producer of natural gas and carbon 
black, were at record high levels last 
year, while Columbian Carbon prob: 
ably showed the largest earnings since 
1929. 
* * * 


Weakness in the stocks of the big 
cigarette companies was a result of a 
proposal to impose a tax of six cents a 
thousand to replace the defunct process: 
ing taxes. This, of course, would be 
in addition to the regular excise tax 
of $3 a thousand. Should the new tax 
be made effective, approximately two- 
thirds of the benefits that were expected 
to accrue to the tobacco companies by 
the elimination of the processing taxes 
will be lost. 


* * * 


Big Year for Kelvinator 


Kelvinator reported that at the end 
of February unfilled orders were 670% 
over those of a year ago. Current 
orders aggregate 58,097 electric refrig: 
erators, gas and electric ranges, oil 
burners and air-conditioning units. Ac: 
cording to the National Electrical 
Manufacturers Association, total sales 
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of electrical refrigerators in January 
this year were 108,985 units as com- 
pared with 82,103 in January, 1935. 
If any one has any apprehensions that 
the electrical refrigerator market is ap- 
proaching the saturation point they 
need only to read the current advertis- 
ing material of leading manufacturers. 
So sweeping have been the improve- 
ments and innovations, that units more 
than five years old are practically obso- 
lete and manufacturers are already bid- 
ding for the replacement market. 


* * * 


Investment Trust Favorites 


General Motors continues to be the 
most popular issue in the portfolios of 
leading investment trusts. The year 
1935 was the third that the big motor 
manufacturer has held this position and 
the second year that Chrysler is included 


and Inc 


among the first ten issues to appear in 
the largest number of portfolios. Other 
popular holdings are International 
Nickel, both of the big mail-order com- 
panies, Standard Oil of New Jersey, 
Loew's, International Harvester, Ken- 
necott, and Union Carbide. Pennsyl- 
vania is the only rail, and American 
Gas & Electric, the only utility, to find 
places in the “most popular” list. 


* * * 


Machine Tool Prospects 


Machinery and machine tool makers 
are confidently anticipating a continued 
increase in orders this year. Sales of 
all the leading companies registered an 
appreciable gain last year and, while 
the earnings also showed some improve- 
ment, results on the whole did not 
fully reflect the better status of the 
industry. This may be accounted for 
in part by non-recurring development 
expenses and further by the fact orders 
on the books will not be billed until 
this year. As a consequence many 
companies entered 1936 with a sizable 
volume of unfilled orders. The auto- 
mobile industry is scheduled to under- 
take considerable re-tooling this year 
and this promises to be an important 
factor. The recent announcement of 
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National Acme of an advance of 1244% 
to 15% in the prices of automatic 
screw machines may foreshadow higher 
prices generally and wider profit mar- 


gins. 
ees 


New Records for Pure Oil 


Gasoline sales and crude oil produc- 
tion by Pure Oil were the largest in the 
company’s history, in 1935; net profits 
were the largest since 1929; and 
finances were stronger than at any time 
since 1930. Net of $8,150,027 was 
equal to $2 a share on the common 
stock, after allowing for dividends on 
the several preferred issues on which 
there are accumulations. Crude pro- 
duction last year was about 4,400,000 
barrels higher than in 1934, although 
the total of about 23,000,000 barrels 
was no more than 10% of the com- 


Ome 


pany’s proven oil re- 
serves. Operations since 
the first of this year con- 
tinue in the same favor- 
able trend and point to 


still larger volume in 
months to come. 

* * * 
The approach of 


spring finds Briggs Man- 
ufacturing in a frenzy of 
preparation. Not only 
is the company antici- 
pating sharply increased 
automobile schedules, but 
orders for the company’s 
new line of plumbing 
ware are keeping this di- 
vision on a 24-hour basis. 


* * & 


The recent strength 
in the farm equipment 
stocks reflects confi- 
dence in the belief that 
farmer purchasing pow- 
er this year will be un- 
affected by the nullifica- 
tion of A A A and pur- 
chases of new equipment 
will be the largest in six 
years. 





Korth Photo 
Part of Anaconda’s mine in Butte, Montana 


Monsanto Chemical’s 1935  earn- 
ings recorded the anticipated gain. Net 
profit of nearly $4,000,000 compared 
with $2,638,000 in 1934. Sharehold- 
ers’ equity in last year’s profits was 
equal to $3.84 per share, as against 
$3.20 in °34. This was the third suc- 
cessive year that profits have set a new 
high record. 

* * * 


Anaconda and the Copper 
Prospect 


Anaconda Copper was an outstand- 
ing beneficiary of the fundamental im- 
provement in the statistical position of 
non-ferrous metals, notably copper, last 
year. Earnings recorded a gain of 
more than 500% and per-share earn- 
ings of $1.29 a share were the best 
since 1930, when the stock earned $2.07 
a share. Recently a 25-cent dividend 
was declared, the first since 1931. 
Higher prices coupled with increased 
output accounted for the company’s ac- 
complishments last year and these came 
factors appear likely to contribute in 
even greater measure this year. Re- 
armament on a large scale will swell 
the foreign demand for copper and lead 
in the months ahead, while domestic- 
ally such important consumers of non- 
ferrous metals as the automobile and 
building industries will materially en- 

(Please turn to page 672) 
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HERCULES POWDER 
st 
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P 
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d 
rospers in War and Feace 
sf 
ol 
: : SC 
Explosives Manufacture Gives Way to Prof- 
itable Business in Naval Stores, Cellulose 
Products and Many Other Chemicals cc 
pl 
dj 
ar 
By Henry RicHMoN»D, Jr. - 
Se 
or 
by 
PAWNED by Du Pont There were evidently nice is 
in 1912 as the result of eee pickings in war at one time; si 
a trust-busting decree of Highlights of Hercules but perhaps there won't be in 
the United States Supreme ; the next. we 
Court, Hercules Powder was 1912 By United States Supreme Court out of Du Pont There is one thing of which of 
thrust into a hard world to ee ee ae wena Hercules certainly is deserving to 
make its own way, a gangling, 1914 Great War commences. Acquires powder com- of credit: it recognized the ha 
poorly co-ordinated child. pany ta Rilesour. abnormality of the wartime art 
Stopping to think for a mo- 1915 Great War continues. Acquires powder com- —hysiness and gave thought to th 
ment, it is strange how almost pany tn Mow Jeceay. the time when it would no lik 
universally well “trust-busted 1916 Great War still continues. Stockholders receive — |onger exist. Thus it was that ; 
chips” have done for them- dividends aggregating $95 a share. in 1920 Hercules bought mi 
selves. Around the same time 1917 United States joins the war. Dividends $70 a = deeply into the Yaryan Rosin ass 
—and for the same reason— share. & Turpentine Co., subse- tin 
Standard Oil (New Jersey) 1918 Great War ends. Dividends drop to $17 a share. quently acquired it completely cat 
brought forth Atlantic Refin- 1929 Goes into naval stores production. and dissolved it. Hercules, of ak 
ing, Cheesebrough Manufac- 1922 100% stock dividend course, was no stranger to cor’ tak 
turing, the Standard Oils of Seapine é porate mergers, for it had al- fici 
California, Indiana, Kentucky, 1925 Acquires half interest in Mexican powder com- ready taken over a number of ma 
New York, Ohio, and a host Jette ; smaller manufacturers of ex: lea 
of others. Look how the 1926 Acquires Virginia Cellulose with plant at Hope- plosives during the war. There cer 
babies flourish, American To- = Va. was, however, considerable apy 
bacco bore Liggett & Myers, 1928 Splits stock four-for-one. grief in the rosin and turpen- lac 
Reynolds and Lorillard, to- 1931 Acquires Paper Makers Chemical Corp. tine business before it was Ing 
gether with the three impor- 1932 Still profitable. Dividend $2. placed on a sound footing—of the 
tant snuff companies, Ameri- which more later. ree 
can Snuff, Helme and U. S. Today—Stock sells for $100 a share; earned $4.23 a Hercules also kept the nitro- ind 
Tobacco, and others. Nor are share last year; pays regular dividend of $3 a cellulose plant that had been ket 
: share and extras. é 
these any longer children, but constructed during the war at 6 i 
large and profitable enterprises oeilienal ees Nanna Parlin, N. J. It did this pos _ 
in their own right. sibly because it was unable to diff 
The experience of Hercules sell it, for there was not much , 
Powder accords with that of the majority. Ordered to go _—peace-time demand for the product that the plant had been 192 
out and make a healthy competitive situation for the benefit turning out in such unbelievably vast quantities. Whatever Ho 
of Du Pont, which had cornered three-quarters of the pow- the reason for the plant’s retention, the outcome has been tha 
der business of the country, Hercules did just this, and eminently satisfactory. The next step towards diversifying cell 
proceeded to make money almost from the start. As an the business was taken in 1926 when Hercules acquired on 
indication that it was quick to find its way around, it paid the Virginia Cellulose Co., maker of chemical cotton at ™~ 
$3 a share on its common in 1913, when business in general Hopewell, Va. Then in 1931 came the purchase of all the tic 
was pretty slack. Then, of course, came the War and cutstanding stock of the Paper Makers Chemical Corp. alth 
Hercules made so much money that it hardly knew what — whose plants scattered throughout this country and abroad _ 
to do with it. In 1916 it made more than $16,000,000 and make it the largest factor in the field of paper sizings, cule 
distributed $95 a share to the owners of the business, about —_ coatings and the like. che 
half of which was in the form of Anglo-French bonds. This brief history leads up to the fact that the Hercules 
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Powder Co. as currently constituted has five major divisions, 
some of which are related one to another and some entirely 
separate businesses. Outside of the company itself no one 
knows the largest or most profitable division, for the com- 
pany does not break down its figures. Possibly positions 
vary from year to year according to general business con- 
ditions. Hence, because the explosive division is taken up 
first, it does not necessarily mean that it is the largest or 
most profitable. Indeed, on the contrary, it is probably the 
smallest and least profitable, although from the standpoint 
of return from capital invested results may well be hand- 


some. 
Broad Explosive Line 


Hercules’ explosive division covers quite a wide field. It 
comprises black powder, which is still desirable for its 
pushing rather than detonating force, various kinds of 
dynamite, smokeless powder loads for rifles and shotguns, 
and finally blasting caps, the most treacherous of all. Prin- 
cipal outlets are mining, particularly coal mining, quarrying 
and construction. What might be termed the “munition” 
section is exceedingly small potatoes: in the first place it is 
only two or three per cent to start with and, in the second, 
by far the greater proportion of this two or three per cent 
is loosed upon nothing more important than a target or 
small game. 

It might be imagined that the manufacture of explosives 
were an exceedingly hazardous proceeding. One has visions 
of waking up to find factories blown to dust and workers 
to mincemeat. Just because, however, it is so obviously 
hazardous, the situation has reverse English on it. Great 
are the precautions taken, few are the explosions and, when 
they do occur, the property damage and loss of life are 
likely to be small. 

The nitrocellulose division which looked almost as if it 
might be a liability instead of an 
asset following the ebb of war- 
time demand now does well be- 
cause not only has it the explo- 
sive division as a customer but 
takings by lacquer, plastic, arti- 
ficial leather, rayon and other 
manufacturers have risen by 
leaps and bounds. Within re- 
cent times a little cloud has 
appeared in the nitrocellulose 
lacquer picture. It is the grow- 
ing popularity of the new syn- 
thetic resin lacquer toward which 
some divisions of the automobile 
industry are inclined. The mar- 
ket for nitrocellulose, however, 
is a broad one with heavy de- 
mand continuing from many 
different sources. 

When Hercules acquired in 
1926 its chemical cotton plant at 
Hopewell, it acquired a business 
that fitted nicely into the nitro- 
cellulose division. Chemical cot- 
ton is pure cellulose, made by 
treating cotton linters with caus- 
tic soda. It has many uses, 
although most of it finds its way 
into the different rayons. Her- 
cules produces a great deal more 
chemical cotton than it needs 
itself; the nitrocellulose division 
absorbs a fair amount, but the 
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Dick Wood Photo, Courtesy of Hercules 


Hydraulically pressing nitrocellulose preparatory to 
shipment 





rest is sold in the open market to a variety of customers. 

Hercules’ rosin and turpentine division is such that it 
makes the company the largest producer of steam-distilled 
naval stores in the world. The raw material consists of 
Southern pine stumps. These are broken up and distilled 
with steam and gasoline, the residue wood being employed 
to produce the heat. The finished products are rosin and 
turpentine, while further processing of the latter gives pine 
oil. The rosin is taken by makers of soap, paper and paints 
principally; the turpentine by painters; while pine oil is 
employed in the treatment of copper ores and finds its way 
into certain paints, insecticides and a host of other things. 
A goodly part of Hercules’ naval stores is exported. 

There remains to describe but the last of Hercules’ divi- 
sions—Paper Makers Chemical. This fits nicely into the 
naval stores section. The name “Paper Makers Chemical” 
applies aptly to the business done, for manufacturers of 
paper are by far the most important customers, although 
part of the output is sold to the soap, paint, textile and 
other industries. Rosin size is the principal product, but 
other sizes, oils, tallows and a miscellaneous line of chemicals 
is made also. The division has plants scattered throughout 
the country and a live distributing organization of chemi- 
cally-trained salesmen. 


Earnings Position 


Although the degree of detail in what has been said 
hardly does the situation justice, it will be seen that the 
business of the Hercules Powder Co. is that of a diversified 
chemical company and, therefore, extraordinarily inter- 
locked with general business. Returning prosperity must 
inevitably aid the company; even though the recovery be 
somewhat spotty, one can hardly conceive of major im- 
provement anywhere without its being of benefit to Her- 
cules. There is, indeed, concrete proof of this in the record 
of the company’s earnings. 

For 1932, the depths of the 
depression, Hercules reported 
a profit equivalent to only 24 
cents a share of common stock. 
This rose to $2.79 a share in 
the following year, to $3.94 a 
share for 1934, while for last 
year the company has just re- 
ported a profit equal, after all 
charges and the deduction of 
preferred dividends, to $4.23 
a share of common stock. 

Dividends have followed a 
somewhat similar course. Dur- 
ing 1932, $2 a share was 
distributed to common stock- 
holders. This dropped to $1.50 
a share in the following year 
in recognition of 1932’s poor 
showing. In 1934, stockhold- 
ers benefited to the tune of 
$2.75 a share, while last year 
$3 was paid as a regular rate, 
to which was added 50 cents 
extra in December. 

Whereas it is undoubtedly 
true that the majority of cor- 
porations have the best inter- 
ests of the owners of the busi- 
ness at heart, there are fewer 
corporations with an impartial 
sense of fairness which goes 

(Please turn to page 674) 
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Eighty-Eight Years of Sound 
Railroading 


Long Dividend Record—Never Reorganized—Capably Man- 


aged — Serves Industrial Area — Earnings Improving 


By Prerce H. Futon 


BIG railroad that has paid dividends uninterruptedly 
for 88 years—from 1847 to 1935 inclusive; that 
never has changed its name nor has been reorganized 

in all that time. 

That is the record of the Pennsylvania Railroad Co. It is 
truly an enviable one in every respect, in view of all the 
various and severe periods of depression and of panic 
through which that company has passed in those nearly 
four-score and 10 years. The period embraces the famous 
panics of 1873, 1893, 1907 and, of course, the depression 
that began in October, 1929, the effects of which, unfor- 
tunately, are still evident. 

A cash return has been made to the Pennsylvania Rail- 
road stockholders every year since 1847. From that year 
until 1855, it was in the form of interest on stock sub- 
scriptions. Starting with 1856, disbursements to stock- 
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holders were characterized as dividends and have been 
ever since. The rates have varied considerably, from $5 
a share (par value $50) in 1864 and 1865, to 50 cents 
a share in 1932 and 1933. In 1934 and 1935, that rate 
was doubled. The aggregate payments in cash to stock- 
holders in those 88 years have amounted to the enormous 
sum of $1,070,749,326. In the earlier years several stock 
dividends were paid, one disbursement of this kind be- 
ing as high as 30% a share. Pennsylvania's dividend 
record is the more striking because of the fact that only a 
half dozen or so railroads, large or small, have maintained 
dividends at any rates in the last few years. 

The net income after fixed charges of $21,633,964 for 
1934, was equal to $1.64 a share, on the outstanding stock. 
The net income of $23,849,798 for 1935 was equivalent to 
$1.81 a share. Consequently for the former year the 
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company had a surplus of 64 cents a share, or $8,427,325, 
and in the latter year 81 cents a share, or $10,665,834, 
over the amount disbursed in dividends. This is a com- 
fortable margin for years no better for the railroads as 
a whole than those two were. 

If the net income after fixed charges (the amount appli- 
cable to dividends) for 1936 should be no larger even than 
for 1934 or 1935, and the proposed tax of about 33 1/3% 
on undistributed earnings should be made effective by Con- 
gress, it would seem logical to look for a larger dividend on 
Pennsylvania stock for this year than the $1 a share paid 
for the last two years. But this would appear to be a 
destructive tax, as the Government would take the money 
that should be used to improve the property and reduce 
funded debt. 


Revenues Show Improvement 


Pennsylvania’s preliminary statement for 1935 shows a 
big gain in both operating revenues and net operating in- 
come over the previous year. For last year operating 
revenues were $367,812,186, which is 24 million better 
than the previous year. The improvement was carried into 
net railway operating income figures which amounted to 
$70,394,641—a gain of $6,259,354 over 1934. 

The company started the current year well, as the 
January statement disclosed operating revenues of $32,- 
921,236 against $29,040,067 for January, 1935 an in- 
crease of $3,881,169. Net railway operating income for 
January of this year amounted to $5,334,211 compared 
with $4,862,610 for the previous year, a betterment of 
$471,601. The gain in the latter item should be regarded 
as particularly satisfactory, in view of the extremely 
expensive operating conditions and the charge for the Social 
Security Act, which was made for the first time against 
the earnings of last month. Of course, operating revenues 
would have been considerably larger except for the severe 
weather. 

The treasury position of the Pennsylvania on December 
31, last, could not help being regarded as strong. Cash 
on hand had mounted to $47,479,774 from $22,562,147 
at the end of 1934. Current assets as of the end of last 
year were well on to two and a half times current liabilities, 
the respective figures being $135,106,884 and $59,004,113. 

Other features of the balance sheet as of December 31, 
1934, were capital stock held by the public amounting to 
$744,004,939, funded debt in the hands of the public 
$1,110,782,318 and ratio of stock to the total of these 
capital obligations 40.11%. 


Recently Pennsylvania has taken advantage of the pro- 
nounced improvement in earnings and likewise in the 
investment market to do some rather extensive financing. 
The company has sold $40,000,000 general mortgage 
334% bonds, due April 1, 1970, to New York bankers. 
The proceeds are to be used to redeem $50,000,000 secured 
5s, which were called on February 1 and which will be 
actually redeemed on May 1 at 105, and which otherwise 
would mature in 1964. The balance of the funds necessary 
te carry through this transaction are to be taken from 
the treasury. It is officially stated that the saving in annual 
interest charges will be at least $350,000. On February 
3, Pennsylvania paid off $52,000,000 612% secured 
bonds dated February 1, 1921. The issue was originally 
$60,000,000, but $8,000,000 had been acquired by the 
company and cancelled. 

On February 29, last, Pennsylvania had 226,336 stock- 
holders against 227,251 on December 31, and 232,998 on 
December 31, 1934. 

There are only a comparatively few railroads in the 
United States that have not been reorganized one or more 
times since their original incorporation. Only a small 
number bear the same corporate title that they did at the 
beginning of their existence. The Pennsylvania Railroad 
Co., that was chartered under the laws of Pennsylvania, 
April 13, 1846, was only the merest nucleus of the great 
system of over 11,000 miles of main track that we know 
today as the Pennsylvania Railroad. It was not until nearly 
eight years after the incorporation that the line from 
Harrisburg to Pittsburgh, 244 miles, was opened. From 
that small beginning the railroad has grown to the size 
just indicated, through the building of other lines and the 
acquisition of many more. 


Abreast of the Times 


This system of around 11,000 miles of mail line and 
27,000 miles of track of all kinds is located in such im- 
portant agricultural, mining and industrial states as Penn- 
sylvanaia, New York, New Jersey, Ohio, Indiana, Dela- 
ware and Maryland. The lines of the system extend from 
New York City through Philadelphia, Baltimore, Wash- 
ington, Harrisburg and Pittsburgh to the large cities of 
the Central West as far as Chicago and St. Louis. 

Official statistics for 1934 (those for 1935 are not yet 
available) show that out of the total freight traffic of 
123,349,859 tons handled that year, products of mines 
contributed 78,396,754 tons, or 63.36% of the total, 

(Please turn to page 666) 
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Streamlined locomotive hauls Pennsy’s New York-Washington trains. 
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New Concepts of Investment 


Trusts and Large Holders of Securities Face 
Changing Problem Under Today’s Conditions 


By J. S. WitiraMs 


HERE was a time in days gone by when none could 

doubt that maximum safety in investment lay in 

gilt-edged, first mortgage bonds. It is possible that 
it still does, but doubt has crept in. Prudent men turn 
over in their minds the possibility of inflation, a great rise 
in commodity prices and the cost of living, and a resultant 
shrinkage in the purchasing power derived from fixed- 
income investments. 

This basic problem was focused in the spotlight of public 
attention recently when the trustees of Stanford Univer- 
sity applied to the Superior Court at San Jose, Calif., for 
permission to invest a portion of the institution’s endow- 
ment funds in common stocks or other equities, with for- 
mer President Hoover testifying in favor of the petitioner. 

Mr. Hoover pointed to devaluation of the dollar, bank 
credit inflation and possible cur- 


court held that it had no power to modify the provision 
of the New York State law requiring investment of trust 
funds in “legal investments,” except where specifically » 





provided in the trust itself. 


As Mr. Hoover pointed out, trustees of institutions and | 
estates in numerous instances have taken or are taking steps | 


to protect the purchasing power of funds entrusted to their 


keeping by investing a portion in equities. In all such| 
cases the right to do so is either a matter of state law or| 
of the provisions of the trusts, in all such cases the re | 
sponsibility of “prudently” managing trust funds remains | 
squarely on the shoulders of the trustees and in all such | 
cases the question of just what constitutes the wisest invest: | 


ment course remains debatable. 
The trustees of Stanford observed to the court that since 
1928 the money yield on their 





fund had declined from 4.89 per 














































































































rency inflation as factors to be 
considered; observed that the 7.0 cent to 3.95 per cent in 1935, 
theory of dollar devaluation was ; eee and added that the present wide 
that it would increase prices and GovTs ee spread tendency of corporations 
the cost of living and, in effect, 6.5 to refund callable bonds at lower 
imply a transfer of values from HIGH Gr ADE rates of interest threatened fur’ 
the bondholder to the common ther to reduce their institution's 
stockholder; and, finally, re- 6.0 BONDS tana return. 
marked that experience indicates ; * The Stanford fund is $24,000, 
that common stocks, real estate 000. If it is the decline in money 
and other equities ultimately rise 5.5 ae OnE yield that worries the trustees, 
in value somewhat in proportion one might validly point out that 
to currency devaluation or in- * 60 HIGH GRADE there is a rising demand for mort 
flation. 5.0 BONDS asored gage credit and that a safe money 
Now two points are to be yield of 5 to 6 per cent can k 
noted. First, the trustees, so far & e \ 4 derived from conservative real 
as published reports indicate, did 4.5 cick tal estate mortgages. And if yield 
not state how much of their en- = ft is the consideration, it may fur 
dowment funds they wished to oO i ther be observed that from 4 to 
transfer from bonds to equities. < 4,0 + 5 per cent can still be obtained 
Second, this case and other simi- a 0 from reasonably safe bonds some’ 
lar cases present on the one hand f] (| what below the gilt-edged class 
a legal issue to be determined 3.5 nny >in but distinctly above the vast ma 
under the statutes of a particu- | | l jority of common stocks in safety 
lar state and, on the other hand, i of money yield. Finally, it may 
a question of human wisdom that 3.0 Te Gant somes —— be pointed out that the 3.95 
no court can infallibly answer. . . | average yield on the fund in 
As it happened, the requested 1935 is not bad for gilt-edged in- 
permission to invest “a portion” 2.5 vestments and can be equalled 
of this particular endowment by the present return on very 
fund in equities was granted. A FIGURES REVISED JULY 15,1935 few seasoned, top-grade, common 
somewhat similar issue was pre- 2-0 1925 26 27 26 29 30 31 32 33 34.1935 stocks. 
sented recently to the Surrogate’s i dibadiieiaiiaaiiantideianiiaiine aaa Moreover, with regard either 
Court in New York City. The : (Please turn to page 670) 
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Opportunities in Expanding 


Industries 


Favorably Situated Companies Whose Earnings 


Position Is Expected to Show Substantial Gains 


By THe Macazinz oF WALL Street STAFF 


Lynch Corp. 


In point of size Lynch Corp. is not 
large. In its particular field, however, 
the company holds a position of im- 
portance and its earnings record in good 
times and bad compares favorably with 
companies many times larger. 

Lynch Corp. engages primarily in the 








Earnings Per Share Recent 
1935 1934 Price Div. Yield 
$2.85 $2.08 $52 $2.00 3.8% 








manufacture of equipment for the auto- 
matic blowing of glass by machinery, 
for which it holds basic patents. 
Owens-Illinois Glass Co. also manu- 
factures glass blowing machinery but 
the equipment of the two companies 
differs in the method of introducing 
the molten glass into the mold. With 
Owens-Illinois in recent years concen- 
trating more and more on the manu- 
facture of containers, Lynch Corp. has 
doubtless garnered a larger proportion 
of the equipment market. 

Manufacturing operations of the com- 
pany are conducted at a single plant 
located at North Anderson, Ind., hav- 
ing been consolidated there in 1934. 
In years past foreign sales have been 
substantial, accounting for as much as 
50% of the total. Unsettled conditions 
abroad, however, have had a restricting 
effect, although last year there was a 
noticeable improvement which, barring 
unforseen difficulties should carry 
through the current year. 

The machines of Lynch Corp., as 
might be gathered, are used in the 
manufacture of commercial glassware, 
such as bottles of every size and descrip- 
tion, glass containers, glass tumblers 
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and dishes, and the company has felt 
strongly the impetus given to demand 
by the legalization of beer and liquor 
and the increasing use of glass con- 
tainers for fruit and vegetable packs. 
The company has been operating night 
shifts for several months and it is un- 
derstood to have entered 1936 with a 
large carry-over of business. Further- 
more, the company has developed suc- 
cessfully a new product known as the 
Cas-Type machine, designed to facili- 
tate duplicating and copy work in 
offices and industrial plants. These ma- 
chines will be leased and the initial 
demand has been so large as to severely 
tax production facilities. This new prod- 
uct conceivably may prove of marked 
importance relative to future sales and 
profits. 

Although earnings of the Lynch 
Corp. were adversely affected by the 
depression, losses were avoided. From 
a low of $21,271 in 1932, net income 
has responded subsequently to the in- 
fluence of generally better business and 
greatly enlarged demand for beer and 
liquor bottles. 

Having no funded debt or pre- 
ferred stock, the entire equity in the 
company’s earnings is vested in 135,000 
shares of stock on which net income 
of $384,710 last year was equal to 
$2.85 a share. In 1934, net was equal 
to $2.08 a share. Dividends, which 
have been paid without interruption in 
recent years, are currently being paid 
at the rate of $2 annually. About a 
year ago, a 50% stock dividend was 
distributed. Quoted around 52, the 
shares are conservatively valued in re- 
lation to late earnings and yield nearly 
4%. At the same time, the prospects 
also appear such that increased earn- 
ings and a larger dividend are a valid 
expectation. 


Commercial Solvents Corp. 


Last year Commercial Solvents Corp. 
recorded the best earnings since 1930. 
Strangely enough, however, the com- 
pany’s shares showed little or no gain 
in value during 1935 and their price 
range was circumscribed, particularly 
so when compared with the action of 








Earnings Per Share Recent 
1 1984 Price Div. Yield 
$1.02 $0.89 $23 $0.60 2.6% 








other leading chemical company issues. 
There is no apparent reason to account 
for this, other than the fact the real 
state of the company’s affairs has not 
been fully appreciated. However, with 
the facts more generally known, it is 
probable that the shares will give a more 
convincing performance, marketwise. 
Of particular significance is the prog- 
ress made by the company in diversi- 
fying its activities and products. The 
effects of this policy were readily ap- 
parent in the company’s showing last 
year and they should be more pro- 
nounced in 1936. Commercial Solvents 
is primarily a manufacturer of butyl 
alcohol and its derivatives, and as such 
is rated as the largest producer. Fur- 
ther, the company is the second largest 
producer of ethyl alcohol. To these 
major activities, however, have been 
added numerous complementary prod- 
ucts and new ventures, so that at 
present the company is producing a 
total of 32 important products. Funds 
derived from the sale of the Krebs Pig- 
ment and Color Corp., by Commercial 
Solvents in 1934, have been used to 
finance new undertakings. The sum of 
$2,600,000 was invested in the Com- 
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mercial Molasses Corp., a $4,000,000 
company in which Corn Products Re- 
fining and another company are also 
financially interested. Commercial Sol- 
vents owns 62% of the stock of the 
Thermatomic Carbon Co., which it 
actively manages. This latter company 
manufactures special types of carbon 
black from natural gas, which find their 
principal outlet in the rubber industry. 
The Resinox Corp., also owned jointly 
with Corn Products, manufactures an 
extensive variety of molding resins and 
compounds. Other products include 
grain alcohol, neutral whiskey, anti- 
freeze, dry ice and cattle feeds. 

Aided by seasonal influences and the 
increasing effectiveness of new prod- 
ucts, earnings of Commercial Solvents 
in the final quarter of 1935 were as 
large as those for the first two quarters 
combined. Net income in the final 
quarter of the year totalled $1,097,569, 
equal to 42 cents a share for the capital 
stock, and for the full year net was 
equal to $1.02 per share comparing 
with 89 cents a share earned in 1934. 

Commercial has a simple capital 
structure, the 2,636,356 shares of stock 
comprising the entire capitalization. Fi- 
nances are strong, with current assets 
showing a ratio to current liabilities of 
better than 9 to 1 at the year-end. 
Dividends of 60 cents a share are so 
well supported by earnings as to war- 
rant the anticipation of an increase in 
the not distant future, while the current 
earnings prospect lends considerable 
merit to the shares from the standpoint 
of potential price appreciation. 


B. F. Goodrich Co. 


Once again the manufacturers of 
automobile tires, the most important 
division of the rubber industry, are at- 
tempting through co-operative action to 
rid the industry of the evils which on 
frequent occasions have resulted in vir- 








Earnings Per Share Recent 
1935 1934 Price 


$1.18 $0.45 $20 
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tual chaos and severe losses. While 
other factors such as inventory losses 
and processing taxes have been respon- 
sible for the “prince and pauper” char- 
acter of the rubber industry, uneconomic 
competition has been the most painful 
thorn in the side of the industry. Ac- 
cordingly, the recent agreement made 
by the leading tire companies concerns 
itself mainly with provisions designed 
to prevent sporadic outbreaks of price 
cutting. Such factors as rising prices 
for crude rubber, lower factory inven- 
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tories, removal of processing taxes, and 
a substantially enlarged demand from 
automobile manufactures would seem 
to favor adherence to this latest plan, 
although from past experience this is 
obviously a speculative assumption. 
Should it be borne out, leading manu- 
facturers of rubber products should 
show an appreciable gain in earnings 
this year. 

B. F. Goodrich Co., in addition to 
being one of the foremost producers of 
automobile tires, is the largest manu- 
facturer of mechanical rubber goods, 
producing more than 1,000 different 
products and some 32,000 items. Gross 
business is divided about equally be- 
tween the latter and tires. Tire re- 
placement sales, rather than original 
equipment, bulk heaviest, and the com- 
pany operates a chain of service stores, 
as well as supplying about half of the 
requirements sold through Standard Oil 
(N. J.) service stations. Numerous 
manufacturing properties are owned in 
the United States and abroad and sev- 
eral large textile plants are operated. 
The company, however, owns no rubber 
plantations. Last year, the company re- 
acquired control of the Hood Rubber 
Co., a leading maker of rubber foot- 
wear. 

The company’s earning record is more 
or less typical of the industry as a whole. 
Losses were recorded in the years 1930 
to 1933, inclusive, reflecting large in- 
ventory losses and restricted sales. In 
1934, net income was equal to 45 cents 
a share on the common stock, after 
allowing for preferred dividends (not 
paid) but before foreign exchange ad- 
justments. The 1935 report, including 
Hood, for the last half only, disclosed an 
increase in sales of about $15,000,000 
and a net profit of $3,429,781, equal 
to $1.18 a share for the common stock. 
Financial position was strong; current 
assets of $68,259,561 compared with 
current liabilities of $13,609,655. The 
company plans shortly to issue $28,- 
000,000 442% 1st mortgage bonds, pro- 
ceeds of which will be used to retire 
bonds carrying a higher coupon. Total 
funded debt stands at about $40,- 
000,000. 

Accumulated dividends on the 7% 
preferred shares, outstanding in the 
amount of 294,308 shares will total 
$33.25 on April 1, and it is not un- 
likely that some attempt will be made 
to liquidate these arrears, following the 
contemplated financing. Such a plan 
would in all probability involve the is- 
suance of additional shares, rather than 
payment in full in cash. The strong 
leverage factor imparted by the funded 
debt and preferred stock, would result 
in a substantial rise in per-share earn- 
ings for the 1,156,101 shares of com- 
mon, in the event that the industry 
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enjoys a period of internal stability, 
and while the common, at 20, is frankly 


speculative, the shares possess interest | 


ing possibilities for price appreciation, 





Campbell, Wyant & Cannon| 


Foundry Co. 


The business of Campbell, Wyant & 
Cannon is closely identified with the 
automobile industry and earnings in re 
cent years have reflected in a large mea 
sure the fortunes of that industry. The 
business of the company is primarilly 








Earnings Per Share Recent 
1935 1934 Price Div. Yield 
$1.90 Nil $35 $1.00 2.84 








that of supplying the automobile in- 
dustry with a varied line of cast iron 
products such as cylinder blocks, cyl- 
inder heads, etc., which more recently 
have been augmented by other products 
of the company’s own development and 
design. The latter include high-grade 
alloy pistons, crankshafts.and camshafts, 
which in competition with higher cost 
products have appreciably enlarged the 
company’s roster of customers. The in 
creasing importance of these new prod: 
ucts was one of the major factors in 
enabling Campbell, Wyant & Cannon 
to show a marked gain in earnings last 
year. 

Whereas the company reported a loss 
of $17,414 in 1934, a profit of $654,002 
was recorded in 1935. Applied to the 
343,675 shares of capital stock, profits 
last year were equivalent to $1.90 a 
share. The final quarter alone ac 
counted for earnings of 78 cents a share. 
While, the earlier introduction of new 
models was partly responsible for the 
showing in the closing months of the 
year, credit must also be given the com: 
pany’s success in obtaining new cus 
tomers. Included on its books at the 
present time are not only Ford, Chrys 
ler and General Motors, but some of 
the independent manufacturers as well. 
Last year, Campbell, Wyant & Can 
non’s volume of business on a tonnage 
basis was the largest in its history but 
with prices lower than pre-depression 
levels, profits were about $900,000 less 
than in 1928, the previous peak year. 
Earnings, nevertheless were the best 
since 1929 

Dividends were paid last year for the 
first time since December, 1931, and 
for 1935, stockholders received a total 
of 65 cents a share. Earlier this year 
a dividend of 25 cents was declared, 
and more recently an extra of the same 
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Taking the Pulse of Business 


— Seasonal Improvement Begins 


curtailment in automo- 

bile assembling  to- 
ward the end of February 
has been more than counter- 
balanced by somewhat bet- 
ter than seasonal expansion in 
other industries which enter 
into our Business Activity index. This has risen fraction- 
ally during the past fortnight to around 82% of the 
1923-5 average. On a per capita basis the country’s 
physical volume of business is now about 72.5% of normal. 
This is 18% below the December peak; but 4% better than 
last year at the same date. For the month of January, 
business activity throughout the country came to 89.2% 
of the 1923-5 average, and was about 9% under December, 
but 19% ahead of the previous January. 

In spite of inclement weather, department store sales in 
the New York Metropolitan area during the first half of 
February gained 5.3% over the corresponding period a 
year ago, and melting snow and ice have since released such 
a brisk volume of purchases that retail trade for the country 
as a whole in February will probable be found to have 
staged sharp improvement over the previous February, 
when the official reports are published. Both exports and 
imports of merchandise in January were 20% ahead of the 
like month in 1935. 

Continued improvement in the country’s purchasing 
power and in demand for capital goods render it extremely 
probable that the slight upturn in general business activity 
now shown on the accompanying Barometer will gain con- 


py sharp 


— Capital Goods 


— Steel Operations Higher 
— Retail Sales Up 


— Petroleum Outlook Favorable 


siderable momentum within 
the next few weeks, with the 
advent of open weather fa- 
vorable to shopping and to 
building construction. Both 
employment and wage rates 
are still improving; farm in- 
come in January, despite the 
stoppage of benefit payments after the first week, was 25% 
greater than for the previous January; while the amount 
of dividends declared showed a gain of 30%. Should the 
President’s recommendations to impose a heavy tax upon 
undistributed earnings be adopted by Congress even greater 
liberality in the payment of dividends would probably 
ensue. Residential permits granted in January gained 232% 
in estimated value as compared with January, 1935. 

The President’s desire to raise $886,000,000 in additional 
taxes next year has naturally met with decidedly mixed 
reactions. Higher taxes are, of course, inevitable, though 
never welcome; and yet the recent firmness in our Common 
Stock index appears to evidence a certain amount of 
approval among investors at even this feeble approach to- 
ward balancing the budget, despite the deflationary aspects 
of reduced railroad and bus passenger fares and rumors 
that the Federal Reserve Board may raise reserve require- 
ments now that the Government’s huge offering of new 
securities has met with a favorable reception. High grade 
bonds have, of course, been buoyant on the diminishing 
prospects for inflation; though second rails have sold 
off moderately in response to the Interstate Commerce 
Commission’s recent order reducing to two cents a mile 
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the passenger rate charged by all, including Eastern roads. 

In spite of new taxes, however, a recently released report 
on the relief situation makes it clear that no real balancing 
of the budget can be possible until further improvement in 
the country’s business activity brings measurable reductions 


in the present army of unemployed. It is estimated 
that, on January 1, about 24,000,000 individuals were on 
relief, an increase of 3,000,000 over the previous year. 
Last year the Federal Government spent $1,360,000,000 for 
relief, while an additional $467,000,000 was laid out by 
state and local authorities. The total relief bill of $1,627,- 
000,000 exceeded that for 1934 by $350,000,000. As 
previously pointed out in these columns, no satisfactory 
solution of the unemployment problem can be looked for 
until our per capita Business Activity index rises to at 
least 100, and remains at or above that level for some 
months. 


The Trend of Major Industries 


STEEL—Steel ingot production continues to expand 
at a slightly better than seasonal rate and, at around 54% 
of capacity, is 10% higher than a year ago. Last year the 
winter's peak was reached during the closing week of 
January. Demand for rails and equipment steel have prob- 
ably reached a temporary peak for the first half year; but 
specifications from the automotive industry, which have 
been receding for some weeks, should begin soon to pick 
up again. At the moment operations are being sustained 
by growing demands for structural steel and from miscel- 
laneous sources in anticipation of a brisk spring upturn in 
general business activity. Tin plate production has risen 
seasonally to around 75% of capacity. Annual capacity 
for producing steel ingots at the close of 1935 amounted 
to 69,790,000 gross tons, a decrease of 256,000 tons from 
the previous year. Several of the more influential producers 
would like to see an advance in prices of finished products 
for second quarter delivery, especially in view of mounting 
prices for scrap and rumblings of fresh wage demands; 
but present under cover concessions in several lines, would 
seem to make it difficult to hold higher price schedules. 


METALS—Expanding demand has been responsible for 


several small advances 


8.9 cents. U. S. production of silver in January, amounting 
to 4,497,000 ounces, was the largest for any month since 
1930. The Treasury continues to pay about 77 cents net 
for domestic mined silver, though foreign silver at New 
York remains pegged at 4434 cents. 


PETROLEUM—California’s output of crude has been 
reduced by about 16% during the past six weeks, and the 
smaller independents who have co-operated have been 
rewarded by an advance in price to the highest level since 
1931. Meanwhile, however, inclement weather has cur- 
tailed consumption of motor fuel, with a consequent rise 
in inventories, and gasoline prices in most California areas 
have been reduced from two to three cents a gallon. Tempo- 
rarily, refiners who have to purchase any considerable por- 
tion of their crude are naturally being squeezed from both 
ends. 


RAILROADS AND EQUIPMENT—The first 37 roads 
to report for January showed an increase of 13% in operat: 
ing revenues and a 40.5% gain in net operating income as 
compared with the previous January. With rising traffic 
many of the carriers which have been skimping on mainte- 
nance will doubtless begin to spend more for this purpose, 
so that the proportion of gross receipts saved for net in com- 
ing months will probably lessen. The reduction in passen- 
ger fares, recently ordered by the I. C. C., will probably 
not go into effect until June, and will apply only to eastern 
roads; since the two-cent rate has been charged by Southern 
and Western carriers for several years. Eventually a major 
portion of passenger revenues lost to the Eastern roads by 
lower fares should be recovered through traffic expansion— 
at least this has been the universal experience of those 
roads which in the past, have given the reduced tariffs a 
fair trial. 


Conclusion 


The rather sharp recession in business which has been in 
progress since the third week of December appears to have 
come to the end and, with the advent of milder temperatures, 
the faint improvement now discernible in the Business Barom- 
eter seems likely to gain considerable momentum. The immi- 
nent probability of low- 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your request to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








AMERICAN METAL CoO., LTD. 


I have nearly 100% profit on 200 shares 
of American Metal. I am now wondering 
if this stock can advance much further 
this year. Kindly advise me—S. A. L., 
New York, N. Y. 


American Metal Co., Ltd., has lost 
a large part of its custom copper smelt- 
ing business but it has made up a large 
part of this loss in trade position 
through its extensive investments in 
African and Mexican mining proper- 
ties and in Climax Molybdenum and 
Consolidated Copper Mines. It has 
retained its custom contract with 
Cerro de Pasco and has also retained 
its large stock interest in that com- 
pany. As a result, the income re- 
ceived from these investments has 
added substantially to the net earn- 
ings. Its own operations have just 
about covered operating expenses and 
preferred dividend requirements, while 
the outside investment income provided 
the earnings available for the common. 
The report for 1935 showed “other in- 
come” of $1,186,573, nearly double 
that for 1934, and bringing up the net 
income for the common stock to 33 
cents a share for the full year. The 
company holds an option on an addi- 
tional block of 150,000 shares of Con- 
solidated Copper Mines stock, ex- 
changeable for 17,500 shares of Ameri- 
can Metal, common, good until May 1, 
1936. Finances were satisfactory at 
the year end, with working capital 
of $12,423,546. The declaration of 


a further distribution of $4 on account 
of accumulations on the preferred, 
payable March 2, 1936, reduced the 
accumulations to $19 a share, which 
could be paid off from earnings, 
should the management so decide. 
The metal price outlook is satis- 
factory, advance having recently tak- 
en place in copper and lead, and 
while the silver outlook is uncertain, 
no drastic price decline is anticipated. 
Indications point to continued satis- 
factory demand for copper, both from 
abroad and at home. Your stock of 
American Metal Co., Ltd., represents 
participation in a strong company with 
valuable mining properties, a_ still 
profitable custom business and diversi- 
fied investments in other metal com- 
panies, and as the outlook for the metal 
industry remains reasonably favorable, 
we feel that there is no need for hasty 
realization of your very substantial 
profit in the stock. 


ATLANTIC REFINING CO. 


When Atlantic Refining has reported in- 
creased earnings which I do not believe 
are fully reflected in current market 
prices, do you believe this stock is behind 
the market? Would you advise continued 
holding of 100 shares bought at 25?—R. 
W’., St. Louis, Mo. 


Atlantic Refining Co. in its report 
covering operations in 1935, showed 
net income of $1.49 a share on its capi- 
tal stock, against $2.07 a share for the 


preceding year. To a large extent, at 
least, this decline may be attributed to 
the narrower spread existing during the 
greater part of the year between the 
cost of crude oil purchased and the 
selling prices of the refined product. 
The last quarter of 1935, however, was 
a decidedly profitable one for the com- 
pany, net earnings having been the 
best for any quarter in the entire year, 
or equal to roughly 78 cents a share, 
against only 5 cents a share for the like 
interval a year earlier. This improve- 
ment was due not only to increased 
gallonage, but also to the fact that in 
the closing months of 1934 a gasoline 
price war was raging in the company’s 
principal territory. This situation has 
since been cleared up and with the 
statistical position of the industry be- 
ing steadily improved through success: 
ful proration measures and the trend 
toward increased consumption of both 
gasoline and fuel oil, prospects cur- 
rently are distinctly promising. Al- 
though the major portion of the com- 
pany’s crude oil requirements is still 
purchased, considerable acreage in 
principal producing areas has been ac- 
quired in recent years and further ex- 
pansion in this direction probably will 
be witnessed. Stockholders have been 
asked to vote upon a proposed increase 
in authorized capital to provide for 
$25,000,000 of preferred stock. This 
would enable the company to take full 
advantage of favorable market condi- 


(Please turn to page 661) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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76 4, Points Profit 


Made Available on Completed Commitments Since January | 


Profits of our "close out" recommendations since the first of the year have averaged 
over five points each. Substantial paper profits are also carried in our open position. 
This is in direct line with the policy of this service. Each issue is carefully selected 
with the view of securing an average of 5 points or more profit. 

Of course, not all of our recommendations turn out profitably—some losses are 
inevitable. It is a matter of record, however, that our ratio of profits to losses has 
been about 9 to |. By following completely any or all of our definite, scientifically 








conducted market programs, therefore, you should obtain a very satisfactory return 
on your capital and equity and make consistent progress in building up the value 
of your security portfolio. 











at 
| to How is it that we have been able to offer such sizable profits to our clients over the 
- past 17 years? We simply are in a position to learn of developments before they 
he become news, and have a highly trained statistical and analytical staff to interpret 
act. them. Our subscribers are then placed in a position to benefit materially through our 
was specific advice sent promptly by wire or first class mail. 
ym 
the 
ar, 
“om WHAT TO BUY and WHEN TO SELL 
ike 
ve- You, too, can avail yourself of this complete, definite and authoritative counsel. 
ved Enroll now so that, as a subscriber, you can be advised specifically on just what action 
i to take always with the assurance that these commitments will be under the constant 
y's supervision of our market specialists. 
1as 
- MAIL THIS Act now, while prices in selected issues are still attractively low. Participate in the 
58° exceptional opportunities for quick profit which our current recommendations offer. 
n ail—or wire—us your subscription today. 
th 
ir 
“a THE INVESTMENT AND BUSINESS FORECAST, of The Magazine of Wall Street 
‘ll 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
ea I enclose $75 to cover my six months’ test subscription on The Inv d Busi Forecast. 1 undertand that regardless 
: of the telegrams I select I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 
. Send me collect telegrams on all r dations checked below. (Wires will be sent you in our Private Code after our 
‘ll Code Book has had time to reach you.) 
i 
TRADING Short-term recommendations following important intermediate market movements. Three 
en o four wires a month. ‘Three to five stocks carried at a time. ° capital suffic 
se LJ ADVICES me a in ‘te shares - al eee on sae 60% co ee 
OF Cc UNUSUAL Low-priced issues that offer outstanding possibilities for market profit. Two to three wires 
. OPPORTUNITIES 2°C rcmaision a or 8 a 
li- Cl BARGAIN eagle ge om —— of — — with Ps gpma.a0r a 
rospects. ne o wo wires a mon . ree to ve stocks carrie a a time. ’ 
INDICATOR yin or sufficient to purchase 10 shares of all recommendations on over ‘60% margin. 
ans acl tas eeu ice ible cra ee ia aweaoneewks awk CAPNT UE OW GRUNEY AVAMASER, .... 5.5.6. 005 55s csccosccecesccus 
I Dnt Sry chet e Gee oe aaa itd dee a uannawaaweadnsd ead swdeeken tease ecb nds ceeucda keeente’ 
RUMEUE: hebisshi oles Sine Neale PEO eels we oss WS Koa eae AW Sales wee SE SA eC GAs Wea w eRe das cened sew Weedde nab ebeteaines Mareh 14 
Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 











T for MARCH 14, 1936 657 











AVAILABLE UPON REQUEST 
‘ Analytical Studies of 


3 STEEL & IRON 
COMPANIES 
14 LARGE 
MANAGEMENT TYPE 
INVESTMENT COMPANIES 
also statistics on 
595 Listed Stocks 


Write Dept. S-2 for copy 


ODD LOT e ROUND LOT e MARGIN 
ORDERS SOLICITED 





JAMES M. LEOPOLD & Co. 


Members New York Stock Exchange since 1886 














70 Wall Street New York 
a 
BE A 


DECISIVE TRADER 


Learn how to use the action of the Teed 
itself as a guide to WHDN and 
buy a sell. Eliminate emotional is oe 
and enjoy the satisfaction of making cold 
blooded and calculating purchases and sales 
based upon intelligent technical interpreta- 
tion of stock market trends. Remember, a 
sound knowledge of the fundamentals of 
teehnical trading may be all you need to 
make you a decisive and successful trader. 


As a first step, send for two weeks free 
1 of Gartley’s Weekly Stock Market 
Review and full information about the com- 
plete Gartley service for the technical 
| student of stock market interpretation. 


H. M. GARTLEY, INC. 


76 William Street New York, N. Y. 

















Complete Investment 
and 
Brokerage Service 
Leaflet explaining Margin re- 


quirements sent on request. 


MCCLAVE & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 
67 Exchange Place, New York 
Telephone HAnover 2-6220 





BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 


























Odd Lets—100 Share Lots 
Booklet M.W. 801 upon request 


Established 1898 
Members New York Stock Exchange 
39 Broadway New Y 





658 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





New York Stock Exchange 


Rails 














1934 1935 1936 
A High Low High Low High Low 
WR Rees easton coe 73% 45% 60 35% 77% 69 
preg ReeuE MBO ceo oes $s4c0 ks BAZ CAG STK C1935 = 85% 29 
B 
iin eee a 8E 34% 12% 18 74 24% 16% 
ee a i Transit........ 44% 28% 46% 3634 4714 40% 
c 
ENR Ber 25 18 10% 18% 8% 16 10% 
ee ie Cs ean 1364 89% 535 87% 61 51 
C. M. & St. Paul & Pacific Ree oe 2% * a A 2% 1% 
nl ang ayy —aeeneeeae ae n° i Se ii 
D 
eee 73 35 43% 2334 «52 36% 
oe seam foecagy og TSE ae 338 14 19% 11 93% 15% 
E 
<1) ae ee 24% 9% 14 7% 115% 11% 
G 
Great Northern Pfd.............+- 32% 182% 35% 9% 44 82% 
H 
Hudson & Manhattan.............. 12% 4 5% 2% 5% Ot 
I 
hasty he 387 13% 22% 9% 28% 19% 
en oe Rapid Transit......... inh 5% 4202354 8% 18% 16% 
K 
Kansas City Southern.............- 19% 6% 14% 3% 024 13 
L 
oS Cee 21% 9% 11% 5 14%02«O8 
Peat Mg & Nashville.............. 623, 37% 645% 84 7414 «(87 
M 
Eee E29, 147 4% 6% 2% 9% 6% 
tlle 5 oh Ria ee anes 1% 3 1 4 2% 
Pai 
New York Cen se eeESAE 18% 29% 12% 40 2734 
NY., Chics & ‘Se. Louis... 9 19 6 3534 17% 
N. Y., N. H. & Hartford 24 he 836 256 5 ‘4 
uae Gene. = EBerrssssss"* get 44g 85K Cs«18%K 365) 2% 
P 
Ce ene 39 20% 32% 17% 39 3134 
oe ae RS se ke 38 6 12 3434 9% 35% 329 
Pittsburgh & W. Va........-------- 27 10 25 6% 3544 «Bt 
R 
Reading........ aire ie nah ee 2 5% 35% 48% 29% 48% 35% 
s 
es 4 1% 2 84 3% 1% 
St nian Babee k ee oe a 8 14 1% 12% 1% 
Southern Pacific. .......+.+.+00000- 8% «14% 544125, 88% 2845 
Southern Railway ...........+++-+-- 364% 11% 16% Big 2054 «13% 
T 
Texas & Pacific...........00eeeeees 43% «1834s 8KHO—~=«iK 41% 28 
U 
RR RING Gs Goac i sescoucand 138% 90 11144 8234 18414 10834 
Ww 
1 ee ere 17% 7 10% 5% («18K%esC=«é«‘ HK 
Wesson = aay eae ee 8% Hs) 3% 1% 4 2% 


Industrials and Miscellaneous 















1934 1935 
A High Low High Low 
RIIIIEE 5 5 o05.50 0500.00 see 0ee0's 16 874 38 
Air Reduction RRA ey Pe 9134 173 10434 
MED TUMORG. 0. 00:0000cccscccvcece 16% 4 \y es Y% 
oy hae aT a men 116% 178185 
Allis yh or mci  — EE a 10% 33% 12 
— Portland Cement............- 114 22% 14 
Ammer ....0.0 2 cc cccccccsccs 35% 57% Petts 
Agric. Chemical (Del.) . 4 
pene Gg oe —* 1156 47% 13% 
Amer. Brake Shoe & Fdy....... 19 rf, 21 
Amorican Can. .......ccccccccccees 904% 149 110 
Amor. Car & BGy........0ccccccees 12 33% 10 
American & Foreign Power.......... 3% 9% 2 
Amer. Power & Light..............+ 3 95% 1% 
er. Radiator & S.S........ ee 10 25% 104% 
Amer. Rolling Mill......... 28 13 823% 1534 
Amer. Smelting & Refining . 61 30 645% 1 
Amer. Steel — Eccess 3 3674 = +03 = ; 
rene rel. & eg hao 125% 100% 16034 987 
Amer. ee cheek pedceneees 89 67 107 7434 
Amer. Water Works & Elec......... 27% 12% 22% 1% 
Amer. Woolen Pfd.............---- 8334 86 6834 854 
Anaconda Copper Mining. . ee 10 30 8 
Armour Co. of Ill..... 52a) 8% 6% 84% 
Atlantic Refining .-. 3% 21% 28 20 
57 16 45 15 
10% 3% 5% 2% 





1936 
High Low 
28 22% 
194 16814 
17% 15% 
394% 30% 
190 157 
474% 35% 
237% 20% 
923, 75 
634, 652 
475% 42144 
50% 42% 
13444 11534 
41 3236 
95% 7 
i al 
7 3% 3 
34 2954 
70 5634 
3334 2334 
605, 52 
178 15534 
104 9514 
2440¢©«214% 
70% 62 
864% 28 
1% 434 
34 27% 
604% 40% 
634 45 


Last Div’d 
S 

3/4/36 Share 
11% 2 
31% a 


35% 1 


19% 
3544 
132 6 


1054 
3 


Last Div’d 
Sale $ 
3/4/36 Share 


bo 
te} 
XK 

: eatin enSiea 


a me nes 

& SSS 

SS oN 
Pe 

Z aon: SS: :: 


. bee 








Indu 





’d 
er 
are 





















PriceR ng f ActiveStock 
e e e 
Industrials and Miscellaneous (Continued) 
1934 1935 1936 i Div’d 
—a — A $ Per 
B High Low High Low High Low sia) 36 Share 
Baldwin Loco. Works............... 16 435 65% 1% 67 4% 5% 
Dente CHORMRIET. 2... cc ccvccccccce 19% 10% 20% 14 20 18 204% e 60 
Beech-Nut — Litewili« tpuienscak 765 58 95 72 90 85 89 *3 
Bendix Aviation .. Gisbseunecawas) ae 9% 24 11% 265, 215% 25% 
er renee 40 26 57 34 56%, 48 5244 2 
Mambtohens Steel... oo... cece cecccce 49 24% 52 215% 59% 49% 59 
eee 6834 9% 59% 3954 614% 52 61% 3 
Bee ee 2844 19 27% 21 304, 255% 29 1.60 
Oe eee ere 31% 16% 70% 28% 88146 64 82 2 
i cis cls win sa'aie Bale 283% 12 55% 2444 63 61 6254 "2 
och Adin —— sarsteecisen 19% 104% 28 13% 834% 255 304% *.60 
Byers & Co. (A. M.).. ceteeeec: Ue 13% 205% 11% 254% 19% 23% «es 
Cc 
California Packing . .....0..06008000%8 4434 1834 421% 30% 875 335 35 1.50 
Canada Dry Ginger Ale............. 29% 1244 17% 8% 16h isi i368 aie 
Case, J. eas eA eee en are 8634 35 111% 4534 124 92144 121% 
Oe es 3834 23 60 3644 7154 5434 70 2 
ON BOND 565 55 6 0 010,000.40 0:02.80 44% 17% 35 34 19 324, 27% 295 
Cerro de Pasco Copper............. 48% 304% 6534 385 5534 4734 5144 4 
ROMO SOI 5 6.0 0 0:5. 6.0 0,0 odaivsiats 48% 34 614% 36 74 59 71 3 
NII INN sa '6-6:5)o 9 eo d'8 sab ta6 518 Win 60% 2944 93% 31 1007 8514 9934 4 
OCR OONN NCO oisics oe na e's fo se sipiasie sie 161 9514 93 72 974 84 9434 2 
Colgate-Palmolive-Peet............. 18% 93% 21 15 2044 18% 18% .50 
Columbian Carbon................. 71% 58 101% 67 109 94 104% *4 
Colum. Gas & Elec................. 19% 65% 1534 3% 203% 14 19% t.20 
Commercial Credit................. 404% 1854 58 39 5234 44 50 2.50 
Comm. Inv. Trust................+. 61 8534 72 564% 6434 55 6044 3 
Commercial Solvents............... 3634 153% 23% 16 2454 20% 23 .60 
Congoleum-Nairn.................. 353% 22 27 4534 44 38 39 1.60 
Consolidated Gas of N. Y........... 47% 18 34% 15% 385 3054 3644 1 
oo RO eres 144% 1% 124% 6% 15 11% 14 t.25 
ee ae ee 23% 22 254% 193 2434 - 
ee ee 6444 5634 1438 6234 8744 73 81% 3 
Continental Insurance. . .. 86% 233 447 28% 46 41 45 *1.20 
Continental Oil........ -. 2234 153% 35 15% 3834 33% 37 
Corn Products Refining 8414 55 783 60 78 68 17 3 
Crown Cork & Seal... 36% 1834 48 231% 5444 43% 50% 1 
Cudahy Packing..... . 825% 37 4744 35% 444, 38% 3934 2.50 
Cutler-Hammer.... -. 21% 11 47 16 6434 4314 6344 1.25 
D 
BODETR ACO sities ieisnsie se cesine's 344% 10% 58% 22% 75 52 73 ce 
RPI ENON 6 556 ois oeicokscemeace 284 21 41 26 wos 37% 39% "1.50 
Distillers Corp. Seagrams..... 1.1... 265, 8% 38 1854 345, 2834 29 of 
See eres 46144 32 Pri 341% 62% «441% 41% 2 
Douglas Aircraft.................2. a8i¢ 14% 0=SiC«B GST 15% 505 71 +.75 
Du Pont de Nemours............... 103% 80 14644 865 15044 138 145 3.60 
E 
| POE ETE 116% 79 172% += 110 167 156 * 
MUSCATAD IG TT. 6 os oc kcecccctase 31% 15 38% iss rH] 3 “ys 1 20 
Elec. Power & Light................ 954 2% 7 1\% 124% 6% 10% in 
Electric Storage Battery............. 52 34 5834 39 554% 3=«50 5214 2 
Endicott Johnson Corp.............. 63 45 66 52% 69 62% 6834 3 
F 
Fairbanks, Morse.................. 18% 7 3944 17 49 343 46 
Firestone Tire & Rubber............ 25% 13% 25 13% sax 243 3044 1.20 
First National Stores............... 6944 53 587 443 484, 433% 4434 2.50 
Ce ae a eee 22 8% 30 97 3834 27 35 
MICODNT DOUEE seccccsniscicsiccsres ORS 2144 3054 17% 355g 2844 3444 1 
G 
General Amer. Transpt 30 4814 3254 63 47 5634 1.75 
General Baking............... a 64 18% «7 olay sok tsie eo 
tL a cr 16% 40% 2044 417 36% 40% 80 
General RMIT si0\50 01 10)5 i 01s'e b's, i0\o.n{ 28 37% 30 36 3334 3334 1.80 
MENS ccsccacscsectacsseccs, SEO 61 7244 59% 704% 63 64 8 
RSOMOMM POURED 6 icices oi o10i<0s o.015s 010 3 42 2454 59% 2654 638 53% 62144 2 
General Railway Signal............. 4534 2314 41% 155% 50 3944 4544 1 
General Refractories............... 233% 10% 33 16% 43 3314 41% t.50 
por aa a re 14% 844 134 12 1854 16% 1734 1 
| REG ae en erere 2834 155% 49 23% 5544 48 5034 2 
Gold. Dust Se ee 23 16 22 14% 213 1854 204% 1.20 
Goodrich UNS) COS _ 5 EARS ae ener 18 8 14 7 20 1354 im 
Goodyear Tire & Rubber............ 41% 18% 267 1552 314% 21% 2834 - 
Great Western Sugar............... 385% 25 34% 265% 8634 31 3634 2.40 
H 
Hercules Powder................... 81% 59 71 105 84 104 be 
Hershey Chocolate................. 7334 4814 81% 134% , 75% 764 3 
RIGSGNO ROLE OAT . 6555 cc ccc sacs 2414 6% 17 6 19 15 1834 
RUM ROUT OEE soe. 6c scscvencdvvawee 1% 1% 37 % 3% 1 2% 
I 
Industrial Rayon................0.. 824, 193%% 363% 23% 315% 28 30 1.68 
Ingersoll-Rand ee poecsessecesces 7334 4914 121 6044 147°" 119°? 1143 "2 
Inter. Business Machines........... 164 131 19044 149144 18434 173 6 
Inter. Cement.......... 18% 36% 227 4654 35% 46 1.50 
— —. a =e 33% a 6] Le 5654 72 7 
er. Nickel...... a 4, A, 6445 44 61 1 
Inter. Tel. & Tel 1% 14 55% 194% is” tae 
J 
Johns-Manville.................... 66% 39 9914 3834 129 944% 125 2 
K 
MRT ors oie els phe fo Sksa bsg vvaia aie 214% 115% 184 104% 204, 14% 2014 *.50 
Kennecott Copper......... 2.2.22. 23% «16 30% 18% 39 2812 38%; 1 
Kroger Grocery & Baking........... 3354 23% 32% 224% 28 2434 2434 1.60 
L 
CL ME ee 31% 224% 2814 2134 2634 22 25 2 
Se ee eee 6844 9534 67% 100% 94 100 3 
Libbey-Owene-# ener 43% 2214 4914 2114 47% 61% 2 
Ldegett & Myers Tob. B............ — pi 38% 944, 116 104 10414 "4 
SEEM ere ee eee 8 551% 314% 547 48 49 2 
ESI anes mecapaecser 2235 «15 26 1816 2614 22% $125 





MARCH 14, 1936 














Market 
Methods 
Explained 


Methods of forecasting mar- 
ket movements, as developed 
and personally directed by 
Mr. A. W. Wetsel, are fully 
described in interesting book- 
let sent on request, without 
obligation. 








A. W. WETSEL 


Advisory Service, Inc. 


The only investment counsel organization 
under the direction of Mr. Wetsel. 
Chrysler Building New York, N. Y. 


Please send me, without obligation, your 
booklet explaining market me’ 
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COMPREHENSIVE 
BROKERAGE SERVICE 


As members of the principal ex- 
changes we are in a position to 
be of service to you in the pur- 
chase and sale of Stocks, Bonds 
and Commodities. 
CASH OR MARGIN ACCOUNTS 
IN FULL OR ODD LOTS 
Folder, giving trading requirements, 
sent on request. 


J.A.Acosta&Co. 


Members 
New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Ine. 
New York Cocoa Exchange 


60 Beaver St. New York 
Phone BOwling Green 9-2380 














Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 


52 Broadway New York 





OPENING AN ACCOUNT 


Ask for booklet MG6 
Any listed securities bought and seld 


(HisHoLm &@ GHAPMAN 


Established 1907 
Members New York Stock Exchange 
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Bull Market 
CLIMAX? 


Stocks have advanced with little 
interruption for eleven months. 
Prices are now 70% higher than in 
March, 1935, and in the highest rela- 
tion to earning power since 1929. 


Is it time to sell stocks? 

Should immediate action be 
taken to protect accounts 
against an extended reaction? 


Read in this week’s United Opinion 
Bulletin a searching analysis weigh- 
ing the possibilities of a market 
decline, and giving specific advice 
on active issues. 


Send for Bulletin W.S.32 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. A rr Boston, Mass. 








— ATTA 
ANOTHER 
BARGAIN STOCK 


On December 30th we selected SPERRY 
CORPORATION as a bargain stock. It was 
then selling at 16%. January 29th it sold 
at 23%—a gain of 48%. This is an un- 
usually large profit to make in a month, but 
it demonstrates what can be done even un- 
der trying circumstances. 

We have selected another issue which, in 
some respects, looks better than SPERRY. 
It is a stock in which you might, in the 
months ahead, secure greater-than-normal 
profit. It is an issue in which we have 
great confidence. It is selling around $17 
ashare. It is listed on the New York Stock 
Exchange. 

The name of this stock will be sent to you 
absolutely free. Also an interesting book- 
let, ‘‘MAKING MONEY IN STOOKS.’’ No 
charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 872, Chimes Bldg., Syracuse, N. Y. 











& 
For the Asking 


Let us send you our complete 
list of new and standard 
books on investments and 
finance. Any book, new or 
old, supplied at published 
price. No extra charge for 
mailing. 
@ 


Book Service 


The Magazine of Wall Street 
90 Broad Street New York, N. Y. 
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Pacific Lighting . . ; 
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Phillips Petroleum................. 
Pillsbury Flour Mills............... 
Procter & Gamble.................. 
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Radio Corp. of America............. 

Radio-Keith-Orpheum.............. 

Raybestos-Manhattan.............. 

Remington Rand..............+-+++ 

I 5 ass 55 5:0's's ona os:0s 

Reynolds (R. J.) Tob. Cl. B......... 
Ss 


SPN MINIONS 5 5-6 bia 00,06 50's 0.6 a0 
Bchewloy DiswNers .. .....ccsccsccce 
—— DE SOc sssbo-rcssecscnse 
Seatrack SED aan ch sis's weeniss awe 
| ror 
Socony-Vacuum Corp.. . 
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Biendard Tl OF Tad ........ 2.05050 
oS i 3 SS eee 
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SS eee 
Stone & Webster. .............00% 
LS ES eee ern 


= 
Texas ne Og, OS Pee eer ee 
Texas Gulf Sulphur................ 
Tide Water Assoc. Oil.............. 
Timken Roller Bearing.............- 
SS Se 
Twentieth Century-Fox............. 

U 
Underwood-Elliott-Fisher 
Union aes Carbon . 


Warner Brothers ae .. 

Western Union Tel. Pokies ec 
Westinghouse Air MME 5  5cs2e sce 
ba ra gg Elec. & Mfg.. 
Se sneer 
Worthington Pump & Mach......... 
Wrigley (Wm., Jr.) .........-200- 005 


* Annual Rate—not including extras. 
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Answers to Inquiries 
(Continued from page 656) 








tions to issue the preferred stock and 
raise funds in this way for payment of 
the $14,000,000 in 5% debenture 
bonds which mature July 1, 1937. 
There is nothing mandatory in such an 
authorization, however, it being left 
to the management to determine just 
how the maturity should be handled. 
Considering the strong balance sheet 
position of the company, however, 
together with its promising earnings 
cutlook at this time, little difficulty 
should be experienced in marketing 
either a bond or preferred stock issue 
ov a favorable basis. The capitaliza- 
tion of the company is such as to make 
possible large per share earnings on the 
common stock under favorable condi- 
tions, and in view of the better earn- 
ings outlook we believe that retention 
of the stock in your account is desir- 
able. 


F. W. WOOLWORTH CoO. 


I have 250 shares of F. W. Woolworth 
averaging 5214, and as a new reader of 
your publication I will appreciate your 
impartial analysis of this company—how 
it is affected by the general decline in chain 
store earnings last year—how it ts faring 
with entrance into the 25-to-40-cent range 
—what the outlook is abroad—A. G. B., 
Sacramento, Calif. 


In common with its competitors, F. 
W. Woolworth Co. did not enjoy the 
sales progress last year experienced by 
many other lines of business. As a 
matter of fact, dollar sales of the par- 
ent company, including those units in 
the United States, Cuba and Canada, 
declined 0.7% during 1935, compared 
with 1934. Net profit amounted to $3.20 
a share on the outstanding capital stock 
compared with $3.30 a share for 1934. 
Operating expenses during the year 
showed a slight increase, but it has been 
officially stated that this was more than 
accounted for by costs entailed in open- 
ing 29 new units. Probably the show- 
ing of the company for last year may 
be accounted for in part, at least, by 
the fact that a large percentage of the 
company’s stores are operated in the 
highly industrialized eastern section of 
the United States where the pickup in 
retail trade has been less marked than 
in the predominantly agricultural areas 
of the country. Also, it is possible 
that the trend has been toward higher 
cost merchandise. As you know, the 
management of Woolworth has recog- 
nized the desirability of increasing the 
price range of merchandise handled. 
Although at present the top limit is 
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Many a man who reads this, makes more than 16 tele- 
phone calls per day. An average of 16 calls a month is 
made by every man, woman and child in the United 
States. In Europe the average is less than 2 calls a month. 
Here the telephone habit is a fixed one. Americans need 
swift, reliable, economical communication, and the Bell 


System sees that they get it. 
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To all Stockholders of 
American Woolen Company 


Many stockholders in previous years have 
failed to receive the Company’s annual re- 
ports, because of changes in address, or because 
stock is frequently held in a name other than 
that of the actual owner. 


This notice is to advise you that the Com- 
pany’s 1935 report has recently been mailed to 
all registered stockholders. In addition to 
information with respect to 1935 operations, 
this report contains a 5-year review of the 
Company’s affairs. 

If, for any reason, you have not received 
your copy of the report, please communicate 
with the undersigned at the American Woolen 
Company, 225 Fourth Ave., New York City. 


FRANK S. CONNETT, 
Treasurer 



































fixed at 40 cents, there is the possibil- 
ity, of course, that later on the man- 
agement may see fit to include still 
higher priced merchandise in its lines 
in order to meet a larger percentage of 
its customers’ requirements. The com- 
pany’s British subsidiary added some 
40 new stores to its chain last year, and 
enjoyed a good sales volume. This was 
also true of the company’s German 
subsidiary, although restrictions exist- 
ing in that country prevented any ex- 
pansion in the number of units which 
remained at the end of the year un- 
changed at 81. The balance sheet posi- 
tion of the company continues strong. 
At the close of the year, current as- 
sets of $61,133,349, including cash 
alone of $21,771,580, compared with 
current liabilities of but $4,416,918. 
There would seem to be little question 
as to continuance of the present $2.40 
dividend rate and even if this is not 
revised upward or supplemented by 
extras, the yield at current levels is 
satisfactory for an issue of this caliber. 
Over the longer term, it seems most 
likely that Woolworth will again be 
able to report at least moderate earn- 
ings gains in line with expanding pub- 
lic purchasing power. For income and 
longer term possibilities marketwise, 
therefore, we feel that you should con- 
tinue to hold the stock. 


DETROIT GRAY IRON 
FOUNDRY CO. 


I purchased 100 shares of Detroit Gray 
Iron several weeks ago and despite the 
improvement which has taken place in 
the steel stocks generally, this issue doesn’t 
scem to move. Will you please advise me 
as to what I may expect in t’e future in 
the way of market action and if further re- 
tention is advisable?—L. M. B., Brook- 
Iyn, N.Y. 


Detroit Gray Iron Foundry Co. is 
engaged in the production of heavy 
castings, the principal use for which is 
the manufacture of dies for the auto- 
motive industry. The improvement 
which has taken place in that industry 
has been of tangible aid to the subject 
company as clearly revealed in its earn- 
ings statement covering last year's 
operations. Thus, the company re- 
ported a net profit of $72,746, after 
charges and Federal taxes, equivalent 
to 72 cents a share on the common 
stock against $47,474, or 47 cents a 
share for the preceding year. The 
better demand for higher quality iron 
is understood to have dictated the in- 
stallation of a large electric melting 
furnace, the cost of which is said to 
have approximated $150,000. This 
furnace will enable the organization to 
furnish castings which previously it 
was not in a position to handle. It has 
been stated that the company plans no 
new financing in connection with this 


addition to plant. The latest available 
balance sheet, or that dated July 31, 
1935, showed current assets of $368,- 
101 and current liabilities of $30,386. 
This compared with current assets of 
$261,440 and current liabilities of $16,- 
992 on December 31, 1934. Capitali- 
zation of the company is most conserva- 
tive, consisting solely of 100,000 shares 
of common stock having a par value of 
$5. Thus, shareholders should benefit 
ultimately through increased dividends 
from the improvement which is clearly 
in evidence in the concern’s line of busi- 
ness. Of course, the cost of the elec- 
tric melting furnace already referred 
to probably will have to be taken care 
of before there is any marked increase 
in the present annual dividend of 20 
cents a share. Nevertheless, in view 
of the promising outlook for the indus- 
try, it seems to us that the stock offers 
speculative possibilities at these levels 
and retention is suggested on that 
basis. 


COLLINS & AIKMAN CORP. 


I have nearly 30 points profit in Collins 
& Aikman as a result of holding this stock 
on your counsel. At present levels, do 
you feel it still offers possioilities for fur- 
So appreciation?—D. M., Germantown, 

a. 

The extent to which the fortune of 
Collins & Aikman Corp. is linked with 
that of the automobile industry is 
clearly revealed in the latest earnings 
statement of this company. Thus, the 
report covering operations for the nine 
months ended November 30, 1935, re- 
vealed a net profit of $3,020,683, af- 
ter charges, equal to $4.78 a share on 
the outstanding common stock. This 
was in marked contrast with the net 
loss of $254,780 for the nine months 
ended December 1, 1934. The profit 
in the November quarter alone 
egualled $2.05 a share on the common 
stock, while there was a loss in that 
quarter of the preceding year. Of 
course, the recent earnings improve- 
ment cannot be attributed entirely to 
increased demand from automobile 
manufacturers, since the company also 
does a large business with the furniture 
trade, which is gradually emerging 
from the severely depressed state which 
has featured the industry during re- 
cent years. Indications are that the 
earnings report covering the fiscal year 
ended March 2, 1936, will reveal earn- 
ings of around $6.00 a share on the 
common stock. This would be the 
best year ever experienced by the or- 
ganization. As to whether earnings 
will hold at present levels is, of course, 
yet to be demonstrated. On the con- 
structive side is the prospect for fur- 
ther improvement in demand from 
automobile manufacturers. Also, im- 
provement in the company’s furniture 


business is indicated. The other side 
of the picture is less clearly defined 
since the record of the company indi- 
cates the important part played in 
earnings by fluctuating raw material 
costs. At these levels, the stock cer 
tainly is not without risk, but we are 
inclined to suggest retention on the 
basis of the immediate favorable out- 
look. 


GENERAL CABLE CORP. 


I have 200 shares of General Cable com- 
mon bought at 9%. It was my understand- 
ing this company could benefit materially 
in the event the utilities entered into new 
construction and replacement buying and 
I would like your opinion of the 1936 
prospect in view of the recent utility de- 
cision—T. R. C., Boston, Mass. 


General Cable Corp. is equipped to 
manufacture a complete line of copper 
wire and cable, and also manufactures 
brass and bronze wire and tubing. In 
sulated aluminum wire is also among 
the products of this company and in 
1932 the company was granted exclu 
sive license to manufacture and sell 
throughout this country electrical con 
ductors embodying the use of Thiokol, 
a product which is proof against oil, 
moisture and other erodents. Quite 
clearly, this company appears in a 
favorable position to benefit materially 
from any important construction pro 
gram by the public utility enterprises. 
Concerning the prospect for such a 
program of expansion, it is doubtful if 
it has been materially altered by the 
recent Supreme Court decision in the 
T V A case. Even assuming an impor: 
tant set-back to the private enterprises, 
an assumption by no means justified by 
the decision, there remains for con: 
sideration the possibility of further ex- 
pansion under the auspices of the Gov 
ernment itself. It is quite probable 
that such companies as General Cable 
Corp. would materially benefit from 
such a program. Currently earnings 
exhibit an upward trend, total profit 
before interest charges, in 1935, was in 
excess of one million dollars, compar: 
ing with a loss of nearly one and a 
half million dollars for the year 1933. 
Inability to continue dividends on the 
preferred stock during the year 1931 
and subsequently to date, has accumu: 
lated arrearages now totalling about 
$25 a share. It is understood that the 
stockholders of this company are to 
take action in the near future on a 
proposal to reorganize the capital struc 
ture in such a way as to wipe out the 
corporate deficit and clear the way for 
resumption of dividends on the pre’ 
ferred stock. We feel, therefore, that 
the outlook from the standpoint of 
operations and earnings is sufficiently 
satisfactory to warrant our recommen 
dation to retain your holdings of the 
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common stock on a speculative basis, 
although dividends are, of course, re- 
mote on this issue. 





INGERSOLL-RAND CO. 


Ingersoll-Rand Co. has done very well 
smce you last advised it at around 75 
This year, however, I do not see this com- 
pany discussed much in the publications 
which come to my attention and I will ap- 
preciate a brief analysis of the 1936 out- 
look.—D. J. L., New York, N. Y. 


The outlook for Ingersoll-Rand for 
1936 is closely related to the progress 
of the mining and building industries 
and renewed demand from the ,rail- 
roads and the heavy manufacturing 
lines. The stimulation given to min- 
ing by reviving demand and higher 
prices for copper, silver, iron and other 
metals, has been reflected in the im- 
provement achieved by Ingersoll-Rand 
in 1934 over the years immediately be- 
fore and, while the report for 1935 is 
not yet available, there is good reason 
to suppose that a fairly satisfactory 
year was experienced by this leading 
maker of machinery and tools. In the 
absence of interim and final reports, 
1935 results may be assumed to have 
been satisfactory, because the extra 
dividend paid at the end of December, 
amounting to $3 a share, represented 
an increase of 50% over the year-end 
distribution of $2 a share for 1934. 
This also indicates the confidence of 
the management in the optimistic out- 
look for the present year. Improve- 
ment is also visible for this year in 
numerous heavy manufacturing indus- 
tries aside from mining and construc- 
tion, which would open additional out- 
lets for the products of Ingersoll-Rand. 
A revival in railroad buying may also 
be forced this year by the depreciation 
of existing equipment. The necessity 
for economical railroad operation is 
reflected in an order recently placed 
with Ingersoll-Rand for five new 
Diesel-electric switching locomotives by 
the New York, New Haven & Hart- 
ford, which is now operating under 
trustees in bankruptcy.  Ingersoll- 
Rand works in close co-operation with 
General Electric in the manufacture of 
this type of equipment and there is an 
ever-growing field for the Diesel-type 
of engine for many branches of the 
transportation and manufacturing in- 
dustries. Being one of the pioneers in 
the application of Diesel engines, In- 
gersoll-Rand is in position to get its 
full share of such developments. It 
already has a strong hold on the Diesel 
locomotive business, since about 75% 
of all such locomotives operating in 
the United States are equipped with 
Ingersoll-Rand engines. The stock is 
of investment caliber and deserves to 
remain in your portfolio for its longer 
term possibilities. 


GENERAL AMERICAN TRANS- 
PORTATION CORP. 

Do you look for any big demand for 
railway equipments this year? To what 
extent would General American Trans- 
tortation participate? Do you look favor- 
ably on its shares bought at 40?—E, F. 
W., Brooklyn, N. Y. 


Quite possibly, current market 
prices for the stock of General Ameri- 
can Transportation Corp. discount in 
a measure favorable prospects for the 
company in 1936. It is doubtful, how- 
ever, if the market over-estimates this 
prospect. Two principal departments 
cf operation provide the sources of in- 
come and in both the outlook is en- 
couraging. General American Trans- 
portation Corp. operates under lease a 
fleet of freight cars, the majority of 
which are tank cars and refrigerator 
cars. This division of the enterprise 
contributed the entire earnings in 1935, 
since the manufacturing activities were 
conducted at a loss in that year. The 
use of equipment of this type by the 
railroads under this arrangement is in- 
creasing in popularity and exclusive 
contracts with General American 
Transportation Corp. are in operation 
on over 36,000 miles of important 
lines. Many industrial companies of 
outstanding importance have operating 
agreements with this company. In this 
field of operation both volume of busi- 
ness and earning power should expand 
in 1936. In 1935, due to a decline in 
the movement of food products, earn- 
ings per share reported by this com- 
rany were smaller at $2.64 a share 
than in 1934 when results were $2.91 
a share. Net income in the last quar- 
ter, however, increased nearly 50%, 
compared with the last quarter of 1934, 
indicating improvement in more recent 
operations. Financial condition is 
quite satisfactory. Although of out- 
standing importance as a lessor of rail- 
road equipment, General American 
Transportation Corp. also owns termi- 
nal facilities of considerable import- 
ance; has European subsidiaries which 
should show substantial expansion in 
the future; and manufactures and re- 
pairs freight cars. This latter activity 
may be expected to contribute a more 
important share in the earnings for 
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We feel, therefore, that the 
prospect is sufficiently favorable to 
warrant a recommendation to retain 
these shares. 
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CERRO DE PASCO COPPER 
CORP. 

Please give me your opinion of the out- 
look for Cerro de Pasco. As a foreign 
producer, do you think this company well 
situated to benefit through war prepara- 
tions abroad? I have 100 shares pur- 
chased at 281%4.—A. K. K., Trenton, N. J. 


The revived demand for copper 
abroad, which started to make itself 
felt as the result of war preparations 
before the turn came in the United 
States, has been of distinct advantage 
to Cerro de Pasco, whose producing 
properties are located in Peru. Forced 
out of the American market by the 
tariff of 4 cents a pound imposed by 
this country on copper imports, Cerro 
de Pasco promptly turned to the Euro 
pean market, where it has been able to 
dispose of a large volume of the red 
metal in satisfying the armament de- 
mands of European countries. In 
fact, the sales of copper to foreign con- 
sumers established a new high record 
in 1934 and demand has continued at 
a brisk rate throughout 1935. Cerro 
de Pasco has also recently been selling 
its silver as fast as it could be produced, 
even dipping into the carry-over from 
the previous year, and is expected to 
report about $8,000,000 for 1935 from 
silver sales alone. Production in 1935 
amounted to 12,000,000 ounces of sil- 
ver, 28,000 ounces of gold, 65,000,000 
pounds of copper and 14,000,000 
pounds of lead, with small quanti 
ties of other metals such as zinc and 
bismuth. Higher prices quoted for 
copper in the foreign market and 
higher prices also prevailing for lead, 
have tended to offset at least part of 
the decline in the world price for sil- 
ver, with the result that it is estimated 
earnings of Cerro de Pasco for the full 
year 1935 will be reported at about 
$3.50 a share. If this estimate should 
prove correct, results would be almost 
double the rate of $1.59 a share 
achieved in 1934. Although the esti- 
mated earnings would thus not quite 
equal the current $4 annual dividend 
rate, the strong financial position of 
the company, with current assets about 
nineteen times current liabilities and 
with cash about nine times current lia- 
bilities, makes it appear that the present 
distributions are likely to continue. 
Such earnings would also give reason: 
able support to prevailing market levels 
and should even justify higher quota- 
tions over the longer term. All of these 
factors add speculative attraction to 
your holdings, leading us to advise you 
to maintain your position for the pres 
ent. 
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Pennsylvania R. R. 
(Continued from page 649) 








manufactures and miscellaneous 30,- 
953,241 tons, or 25.09%, and products 
of agriculture only 7,268,546 tons, or 
5.89%. 

Carload freight amounted to 120,- 
471,591 tons, or 97.88% of the total, 
less than carload freight, 2,697,859 
tons, or 2.12% of the total movement. 
The latter showed an increase in 1934 
of 9,336,696 tons over 1933. The 
preliminary operating revenues for 
1935 reflect a further big gain in the 
volume of traffic handled during that 
year, as the expansion in operating 
revenues was over $24,000,000. The 
increase in the amount of coal and the 
number of automobiles transported in 
1935 over the previous year must have 
been especially large. 

Pennsylvania has been conspicuous 
among the large eastern railroad sys- 
tems in putting into effect the most 
modern devices in the operation of its 
own lines, and in the adoption of the 
newest mediums of transportation, not- 
ably the bus, truck and airplane. Elec- 
trification of the entire line from New 
York City to Washington is easily the 
outstanding step taken with regard to 
the introduction of modern devices in 
operation. This undertaking was be- 
gun before the depression and involved 
electrification of 1,400 miles of track 
and extensive terminal improvements 
and expansion, notably in Philadelphia 
and Newark, N. J. A considerable 
part of the funds necessary to complete 
this project was obtained from the 
P W A, aR F C loan having been paid 
off a comparatively short time after it 
was negotiated. 

Large sums of money have been spent 
for air-conditioning and numerous 
other comforts and luxuries on Penn- 
sylvania’s passenger trains generally. 
Seemingly, everything reasonable and 
possible has been done along these lines 
to induce more people to travel by rail. 
Whether the recent order of the 
I. C. C., reducing coach fares to 2 
cents a mile, Pullman fares to 3 cents 
and eliminating the 50% surcharge in 
Pullmans, all effective June 2, next, 
will reduce Pennsylvania’s passenger 
revenues materially is not altogether 
certain now. Probably they will be 
smaller for a time. The Atchison, 
among the western roads, found that a 
year elapsed before the increase in the 
number of passengers, at similarly re- 
duced rates, yielded larger revenues 
than those from fewer passengers at 
higher rates. Within a little more 
than a year, however, the increase was 


7% to 8%. 
666 


The late Gen. W. W. Atterbury, 
when president of the Pennsylvania, 
was a strong believer in the bus, truck 
and airplane as co-ordinating and con- 
tributing mediums of transportation 
for the railroad lines. Accordingly, 
that company took a large interest in 
the Greyhound system of buses in the 
East, put in service a good sized fleet 
of trucks, and was among the first of 
the large Eastern railroads to establish 
a connecting airplane service with its 
passenger service from New York to 
and from its western terminii. 

Only a few days ago application was 
made to the I. C, C.. through a wholly- 
owned subsidiary, the Pennsylvania 
Transfer Co., for authority to acquire 
three other trucking companies at a cost 
of about $200,000. These lines are 
the Chicago-Cincinnati Motor Trans- 
port Line, Alko Express Line, and Bark- 
er Motor Transportation Lines, Inc. 
In the application it was claimed, in 
support of the proposed purchases, that 
they would make possible more efh- 
cient service to the public, affording 
shippers alternative or co-ordinated ser- 
vice by truck or rail, or by both, de- 
pending upon the service desired and 
would enable the Pennsylvania to in- 
crease the efficiency of its existing 
truck-rail service. 

Through the American Contract & 
Trust Co., the Pennsylvania Railroad 
now controls 8 motor carriers, includ- 
ing the Buffalo Storage & Carting Co., 
Merchants Trucking Co., the Willett 
Co. of Indiana, Inc., Union Transfer 
Co., Pennsylvania Transfer Co., Scott 
Bros., Inc., Excelsior Express Co., and 
Peninsular Auto & Express Co. 

The Pennsylvania Railroad has been 
particularly prominent also in the intro- 
duction and expansion of a comprehen- 
sive door-to-door service. Only re- 
cently official announcement was made 
that on April 1 next the company 
would install a complete service of this 
kind for less than carload freight be- 
tween all points on the entire system. 
There will be no additional cost above 
present station-to-station freight rates. 
The Pennsylvania will then eliminate 
the extra charges now in effect for 
pick up and delivery by truck for ship- 
ments to points in excess of 260 miles. 

Pennsylvania, for many years, has 
held in its treasury, large amounts of 
securities of companies other than its 
own. These investments at the end of 
1934 (figures for 1935 are not avail- 
able) totalled $801,345,696 par value 
and were carried at a book value of 
$699,995,748. The income on these 
holdings in recent years has ranged 
from $29,964,382 in 1934 to $43,744,- 
929 in 1930. 

Some of Pennsylvania’s investments 
in the securities of other railroads have 
not been very profitable, from the point 
of view of cash return. This has been 


notably true in the case of Seaboard 
Air Line and Wabash which Pennsyl f 


vania holds. More recently, when only 
a few railroads have maintained diy; 
dends, this observation has been true 
also of Lehigh Valley, New Haven and 
Long Island. New Haven and Wa 
bash have filed petitions in bankruptcy 
under Section 77 of the Bankruptcy 
Act, and, according to the latest ad 
vices, a plan of reorganization for each 
company is pretty well advanced. Prob 
ably Pennsylvania has derived consid. 
erable benefit traflic-wise from all of 
these roads or whose shares it invested 
millions of dollars. 

Norfolk & Western affords a strik- 
ing exception to the experiences of 
Pennsylvania relative to its investments 
in the railroads just mentioned. At 
the end of 1934 Pennsylvania owned 
$12,525,000 preferred and $21,670,000 
Norfolk & Western common stock. 
The Pennsylvania Co., wholly owned 
subsidiary of the Pennsylvania Rail- 
road, owned $280,000 preferred and 
$37,682,100 common. These holdings 
of the two companies together amount 
to a little over 40% of the voting stock 
of Norfolk & Western outstanding. 

Norfolk & Western, on the basis of 
its mileage, is relatively as strong as 
the Atchison. It has had, in recent 
years, a much better dividend record. 
For 1934 and 1935 the regular dis 
bursement of $8 a share and an extra 
of $2 a share were declared. Through: 
out the depression the former was 
maintained. Through the interchange 
of traffic Pennsylvania must have de- 
rived material benefit from its large 
investment in this notably strong, well: 
managed and prosperous railroad. 

The foregoing is a rough picture of 
what the Pennsylvania is, what it ac 
complished in the best years and what 
it was able to do, in spite of highly 
adverse conditions, in the worst years 
since late in 1929. There never has 
been anything sensational about the 
management of this great railroad sys 
tem. On the contrary there has been 
a determined effort to keep away from 
anything of that kind. The manage’ 
ment has gone forward in a conserva’ 
tive but thoroughly progressive way, 
adopting new devices and methods, as 
they came along, which it believed 
would be beneficial. The present presi 
dent, M. W. Clement, who recently 
succeeded Gen. Atterbury, may not 
be heard from in a public way to the 
extent that was true of his predeces 
sor, but, those who know him best 
suggest that he will be on the railroad 
every day doing his utmost for the 
management and further development 
of the property. 

Figures given in this article show 
the big increase in operating revenues 
and net railway operating income for 
1935 over 1934. With the geographi 
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cal location of Pennsylvania’s lines, to 
which attention also has been called, 
it should be apparent to every careful 
observer that, with a further expansion 
in industry in general and in mining 
operations in particular, the revenues 
of the Pennsylvania should disclose 
still further substantial increases and 
carry them back more nearly to the 
phenomenally large earnings before the 
depression began. 

With such developments it is logi- 
cal to assume that the market value of 
the securities of this system will in- 
crease proportionately. 








Appraising Prospects for the 
Motors 


(Continued from page 643) 








000 would be spent during 1936 for 
this purpose. 

So far as it is a great contributing 
force to business recovery in this coun- 
try, there seems no reason to fear that 
the automobile industry will not play 
its full part during 1936. Despite the 
present tendency toward some slacken- 
ing in activity, it is still a sane esti- 
mate that output of American cars and 
trucks this year will be in excess of the 
4,182,491 units produced during 1935. 
This, coupled with the expectations that 
the industry is to contribute more im- 
portantly to the general welfare as a 
consumer, is a pillar of assurance in the 
business outlook. But what of the in- 
dustry itself: are the automobile and 
truck manufacturers, together with a 
host of accessory companies going to be 
profitable and contribute in yet a third 
way to recovery through the money 
they distribute to their stockholders? 

There seem to be only two things 
that could prevent the automobile and 
accessory companies from doing well 
financially this year—an important in- 
crease in costs, or labor trouble. The 
former appears most unlikely. It is 
true that there has been talk in steel 
circles of eliminating the concessions 
on sheets, but apparently none of the 
steel companies want to be the first to 
initiate the move. It can be contended 
with considerable logic that in the pres- 
ent monetary setting the trend of ma- 
terial prices is upward but, admitting 
the validity of this point, the automo- 
tive sheet price situation is anything 
ut unique. There are countless 
things like automotive sheets which, as 
a matter of abstract justice, probably 
should be selling for more than they 
do. Yet, such is the internal and ex- 
ternal opposition to raising prices that 
higher levels are attained but very 
slowly. 

The labor situation, 
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however, is 


something else again. Not that it con- 
tains an immediate active menace, al- 
though there are points here and there 
providing cause of some anxiety. The 
situation confronting the Akron rub- 
ber plants, for example, is one. Gen- 
erally speaking, the automotive in- 
dustry, together of course with the 
suppliers of parts, are attempting to 
offset the possibility of crippling strikes 
in small vital plants by having produc- 
tion facilities in two or more localities. 
Such a plan promises considerable suc- 
cess, for a time anyway. It would, 
however, be idle to deny that labor 
organizers and agitators are making 
progress on the automobile front. Not 
this year, probably not next, but some- 
time there is going to be a thorough 
show-down between labor and the au- 
tomobile industry which, whatever the 
ultimate outcome, is going to be costly 
to both sides. 


Outlook Favorable 


In the meantime, with the prospect 
that sporadic labor trouble will not in- 
terfere greatly with production and 
with no chance of an alarming rise in 
costs, stockholders have little about 
which to worry over the near future. 
Of the two largest interests in the field, 
General Motors and Chrysler, one can 
reasonably expect further extra divi- 
dends later on in the year when the 
trend of earnings is more definitely 
established. At the same time, a num- 
ber of the smaller independents made 
great progress last year and are still 
headed forward. Packard did so well 
with its new “120” that it was enabled 
tu declare a dividend. Hudson may 
be in the same enviable position be- 
fore the year is out, while Studebaker 
continues to do well. The outlook for 
the truck companies has much im- 
proved. As for the automobile acces- 
sory companies, these as a whole must 

ily do well unless all estimates 
of the number of cars to be produced 
this year are hopelessly in error. 
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MARKET STATISTICS 








N. Y. Times 
N. Y. Times ——Dow-Jones Avgs.—. ———50 Stocks. 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, February 24....... 88 55 152.74 50.31 121.05 119.59 2,197,560 
Tuesday, February 25....... 88.23 150 78 49.27 119.99 117 73 2,389,500 
Wednesday, February 26.... 88.04 149.81 48 87 118 67 117.12 2,019,155 
Thursday, February 27...... 88.31 152 64 50.16 119.90 118.27 2,315,407 
Friday, February 28......... 88.31 152 53 49.48 120.44 118.85 2,458,860 
Saturday, February 29....... 88.31 152.16 48.58 119.67 118.82 880,760 
Monday, March 2........... 88.34 154.08 49.22 120.68 118.82 1,990,390 
Tuesday, March 3.,........ 88.38 156.19 49.57 122.01 120.21 2,697,110 
Wednesday, March 4........ 88.54 156.70 49.56 123.06 121.14 2,978,740 
Thursday, March 5......... 88.65 157.52 50.33 123.81 121.83 2,590,240 
Wriday, March €............ 88.65 158.75 50.12 124.17 122.63 2,888,540 
Saturday, March 7.......... 88.53 157.86 49.61 123.23 121.91 1,472,130 
————— | 
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Another Barrier to Recovery 
Gives Way 


(Continued from page 639) 








different equipment is being tried out, 
testing the relative advantages of steam 
versus Diesel-electric, of stainless steel 
versus duralumin. Several experiments 
are under way in light-weight freight 
cars made of alloy steels that are re- 
ported to offer possibility of cutting 
the weight of freight trains by 30 
per cent. 

The strongest urge underlying such 
progress is the simple fact that modern 
rolling stock pays for itself well within 
its prospective life—as witness the 
record of the Burlington's original 
Zephyr—followed since by three more 
of the same type on the same road—in 
cutting operating costs by 50 per cent 
and attracting sustained public patron- 
age. 

It follows, therefore, that the tradi- 
tional railroad equipment trust certifi- 
cate, issued up to 75 per cent of the 
value of the rolling stock, secured by 
the rolling stock and amortized yearly, 
is normally a safe and attractive medium 
ot investment. Such financing in recent 
years, however, has been confined 
largely to P W A, which since June, 
1933, has bought approximately $200,- 
000,000 of such paper but which now 
has ceased making such loans. Of this 
total the R F C acquired $67,000,000 
of the certificates and has since re-sold 


$50,000,000 to investment banking 


syndicates, several such sales having 
been at a premium above par for 4 per 
cent certificates. 

There is no question but that the 
present investment market is ripe to 
absorb a considerable volume of this 
type of issue, and the only thing that 
retards a flood of equipment bonds is 
the necessary 25 per cent “down pay- 
ment.” Some of the stronger roads are 
able now to make such cash payments 
out of improved working capital. With 
freight trafic now running 20 per cent 
above the level of last summer—al- 
lowing for seasonal variation — and 
with net operating income the highest 
in more than four years, other roads 
are gradually moving toward a work- 
ing capital position that will make 
larger equipment and maintenance out- 
lays feasible. 

If present traffic trends are main- 
tained, it seems likely that purchases 
of freight cars this year will run be- 
tween 40,000 and 50,000, as compared 
with 21,230 last year; and that pur- 
chases of locomotives may reach 300, 
against 98 last year. Both comparisons 
would be the most favorable since 
1930. 
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It is, of course, true that the basic 
railroad outlook will for some time, if 
not indefinitely, remain clouded by 
some factors beyond the control of 
management. The tax loads tends to 
increase. Railway labor agitates re- 
lentlessly for Government ownership, 
though one might logically ask: If it 
was not necessary in 1932, why is it 
necessary now? And meanwhile a 
costly employee pension scheme re- 
mains to be judicially approved or dis- 
carded and one nostrum after another 
of work-day reduction at unchanged 
pay gets a hearing. On the favorable 
side, there appears to be less and less 
probability that present Federal poli- 
cies will result in a ruinous price infla- 
tion such as would raise the cost of 
railway materials and supplies above a 
level supportable by fixed rates. 

Such matters, however, relate some- 
what more directly to the interest of 
railway investors than to the prospect 
of revival of equipment buying. Pro- 
per maintenance, from a railroad’s point 
of view, is more important than divi- 
dends; and without proper maintenance 
there will not in the long run be earn- 
ings with which to pay dividends. 

As between the virtually immediate 
savings, on the one hand, that can be 
effected by modernized equipment and 
service—not to mention the resulting 
increased trafiic—and, on the other 
hand, more distant fears of unwise gov- 
ernmental railroad policies, we believe 
there is little doubt the carriers will bet 
on a thorough job of internal recon- 
struction and take their chances, as 
usual, with politics. 








Investment Possibilities in 
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mum possible profit, the stated objec- 
tive of Telephone is to earn only 
enough to pay the $9 dividend and 
maintain the financial safety of the en- 
terprise. Its view is that anything 
more than this would imply either too 
high rates or underpaid employees. It 
is an attitude that goes far to disarm 
political critics. Second, the company 
is not addicted to cutting “melons” 
and there is no water in its stock. All 
of the stock has been paid for by in- 
vestors in hard cash, their average 
stock investment last year was more 
than $2,500,000,000 and the reported 
profit was only 5.3 per cent on this in- 
vestment. Third, there are some 850,- 
000 owners of Bell System securities, 
of whom more than one-half are 
women. That is a bloc of voters that 
may well give at least some pause to 
utility-baiting politicians. For com- 


parison it may be noted that the Ameri 
can Legion has been able to exert con 
siderable political influence with ley 
than 600,000 members. 

This is not to say that the enterprise 
will not continue to meet with con 
siderable political and governmentd 
harrassment, but merely that in al 
probability it will survive such assauly 
as come its way—with its wings not 
irreparably clipped. Inevitably the 
chief points of contention in the future, 
as in the past, will be property valua- 
tion and depreciation policy as they 
relate to rates charged the public. 

The Federal Communications Com. 
mission has ordered telephone compan: 
ies to base depreciation charges on the 
original cost of plant and equipment 
and to revalue their physical assets ac- 
cordingly. It has also attempted to 
impose an accounting system which 
does not allow depreciation on prop. 
erty not in use. The Federal Statutory 
Court in New York City has upheld 
the authority of the Commission to 
force adoption of depreciation based 
on original cost of plant and equip 
ment, but denied the Commission's 
right to impose an accounting system 
disallowing depreciation on property 
not in use. American Telephone is 
expected to carry the first issue to the 
Supreme Court. 

It remains to be seen whether out of 
this litigation there will emerge a 
specific Supreme Court formula as to 
what constitutes the proper basis for 
depreciation of a telephone plant 
There have been previous cases in 
which a specific rate of depreciation 
was passed upon by the Court, with 
out fixing an enduring formula. Ina 
depreciation issue raised by state regu’ 
latory authorities against the Wiscon 
sin subsidiary of A. T. & T., the 
Supreme Court ruled against the util: 
ity and observed that “it appears that 
the depreciation reserve to a large ex 
tent represents provision for capital ad: 
ditions, over and above the amount re’ 
quired to cover capital consumption.” 

In recent years combined mainte 
nance and depreciation charges of the 
Bell System have taken from 34.1 to 
38.5 per cent of gross revenues. That 
is a larger percentage than in the case 
of most utilities doing a gas or electric 
business, but, of course, such utilities 
are not directly comparable with 
American Telephone. It is fair to 
point out that the changes and improve’ 
ments in telephone plant and equip: 
ment are on the whole more rapid an 
frequent than in gas or electric equip 
ment and that this would fully justify 
a relatively generous rate of deprecia’ 
tion. 

Aside from the prevailing recovery 
in its revenues, the most important new 
development in the company’s affairs 
is a refunding program which ult’ 
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mately should yield important savings 
in bond interest. The first objective 
in such refunding is the debt of the 
affiliated companies. Thereafter, if 
market conditions remain favorable, re- 
funding operations will be extended to 
the parent company’s bonds. During 
1935 the Illinois Bell Telephone Co. 
sold $45,000,000 of 3/2 per cent mort- 
gage bonds and retired $48,726,200 of 
5 per cent bonds, the Southwestern 
Bell Telephone Co. sold $45,000,000 
of 3% per cent bonds and retired, on 
February 1, 1936, $48,836,600 of 5 
per cent bonds. In addition, Western 
Electric out of cash paid off $35,000,- 
000 of 5 per cent bonds not due until 
1944. Total debt reduction of the 
Bell System for the year was about 
$44,000,000. 

All of which means that Telephone 
will indefinitely remain one of the Blue 
Chips of the market place, that the 
present economic trend is strongly in 
its favor, that the $9 dividend is safe, 
that political troubles are real but not 
vital and that the stock now returning 
5.25 per cent should be entitled to sell 
moderately higher. 








New Concepts of Investment 
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to money yield or the possibility of 
inflation and consequent decline in the 
purchasing power of fixed income, it 
is worth noting that the trends that 
Stanford and Mr. Hoover now view 
with concern have been in progress 
for nearly three years and that, what- 
ever the reasons, there has already oc- 
curred a very considerable rise in com- 
modity prices and a_ record-breaking 
rise im common stock prices. Aside 
from its fundamental wisdom, there- 
fore, the action of Stanford would 
seem belated, to say the least. 


As to its wisdom, one must have 
an answer, first, to the question whether 
. there is likely to be a currency infla- 
tion; second, to the question whether 
devaluation or credit inflation will ipro- 
duce a ruinous rise in commodity prices 
and the cost of living; third, in the 
event of such rise, whether corporate 
profits and common stock prices are 
likely to rise proportionately from 
their present levels; and, fourth, the 
question of what extent burdensome, 
if not pumitive, taxation on corporate 
profits and possible restrictive legisla- 
tion will weigh upon common stock 
prices and dividends. 

Among intelligent and informed ob- 
servers there is the utmost diversity 
of opinion on such questions. The very 
diversity of prevailing opinion suggests 
that Stanford continues to have a mice 
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little problem on its hands, regardless 
of what the judge said or did not say 
in Superior Court! 

If we are ever a trustee we hope it 
will be in New York State or some 
other state in which the legislature has 
drawn up the rules that must be fol- 
lowed. On any other basis the trustee 
is inviting great gobs of grief. For 
the individual investor, of course, who 
must and will assume his own respon- 
sibility, the problem is wholly differ- 
ent, and on this THE MaGAZINE OF 
WALL STREET'S opinions have been, 
or are being, given on other pages. 
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do not provide reserve for depreciation 
of road, but, of course, there are few 
roads with heavy earnings under pres- 
ent conditions. The penalty tax, how- 
ever, might influence the dividend 
policies of such roads as Norfolk & 
Western and Chesapeake & Ohio this 
year. 

Another interesting effect of the pen- 
alty tax would be to improve the posi- 
tion of many non-cumulative preferred 
stocks. At present corporations tend 
to pay up as promptly as possible on 
cumulative preferred stocks, but usually 
payments are not made on non-cumula- 
tive issues much, if any, in advance of 
payments on the common stock. The 
reason is that the common has voting 
control in most instances and the con- 
trolling interest is desirous of postpon- 
ing both non-cumulative preferred and 
common dividends until the company 
has strengthened its position. 

But under the new tax the manage- 
ment would have the alternative of 
paying any earnings to the non-cumu- 
lative preferred stock or turning over 
33 1/3 per cent of such earnings to 
the Government. United States Rub- 
ber, for example, earned approximately 
$2,231,000 last year. If the new tax 
had been in effect it would have had 
to pay this sum in dividends on the 
preferred shares or pay more than 
$743,000 in Federal taxes. 

To the extent that the new program 
does tend to restrict accumulation of 
surpluses, to that extent, obviously, it 
weakens the basic position of senior 
securities, both bonds and preferred 
stocks, for the reason that a company 
without adequate reserves would be 
less able to pay unearned bond inter- 
est or preferred dividends in depression 
and also for the reason that lack of 
adequate reserves might make it neces- 
sary for such company to borrow funds. 

Finally, a probable effect of the new 


tax would be to encourage large in 
vestors to shift to some extent out of 
Government bonds into municipal 
the latter being exempt from all Fed. 


eral taxation whereas Government 
bonds, generally speaking, are exempt 
only from normal taxes and not from 
surtaxes. Suppose Mr. Jones has part 
of his fortune in Government bond 
and the rest in common stocks. Sud. 
denly his dividends increase when the 
companies in which he has invested 
decide to increase their distributions in 
order to avoid or lessen Federal taxes, 
Mr. Jones can not dodge the surtax 
on this increased dividend income 
Therefore, he sells Governments and 
buys municipals. 

On the whole the innovation has its 
bad and good points. Whether the 
bad will predominate depends entirely 
on what Congress decides to do with or 
to President Roosevelt's proposals. 








Significant Foreign Events 
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Japanese Assassinations— 


the Military Bid for Power 


The significance of the recent assas 
sinations in Japan is not easily grasped 
by western minds. This is because of 
the peculiar political system by which 
the country virtually has two independ- 
ent governments. It was not so long 
ago that Japan was ruled by a military 
dictatorship. With the spread of west 
ern ideas and democratic principals 
there gradually came into being a con 
stitutional form of civilian government, 
but to whose orders the army and navy 
never agreed to submit. The armed 
forces have contended always that they 
owed allegiance only to the Emperor, 
while it is their position that the civil 
ian government exists for the purpose 
of voting the funds to carry on their 
policy of territorial aggrandizement. It 
must not be thought for a moment that 
when Japanese troops bite a large hunk 
out of China that the whole country is 
heartily in accord with such tactics. 
On the contrary, a large proportion of 
the population question their merits 
both on moral and financial grounds. 
Thus, the recent assassinations of a 
vilian leaders emerge as an attempt on 
the part of the radical militarists to re- 
move the thing that thwarts them. It 
is as yet too early to know whether 
they have furthered their cause, or 
whether the universal reaction to 
bloodshed will set in and hinder t. 
The rest of the world, however, fears 
that the military have gained, rather 
than lost. In this case, it means that 
Japan internally will take a step back- 
ward and externally will take a step 
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forward. Internally, constitutional de- 
mocracy will lose ground and the coun- 

will tend to rebind itself with the 
shackles of the military dictatorship 
she recently threw off. Externally, the 
gain of power by the military means 
an even more vigorous policy in China 
and, possibly, in the not too distant 
future, war with Russia. Whatever 
the outcome, the next year or two is 
going to be a hazardous period for 
Japan. Financially, she is strained now 
almost to breaking point; her unem- 
ployment is serious, while the farmers 
have been in dire straits for years. 
How much additional taxation the pop- 
ulation will stand to further the im- 
perialistic policies of the military, no 
one knows. It may not, however, be 
very much. 








The Roots of War 
(Continued from page 635) 








from interfering with the world. 

Hostile division is inherent in a na- 
tionalistic world. A realistic Russian 
statesman, borrowing from current 
American phraseology, says that Ger- 
man policy stands for an international 
redistribution of wealth—a redistribu- 
tion of territory and resources. Germany 
demands the return of her colonies and 
aspires as of right to enlarged territory 
in Europe. She arms primarily to attain 
those purposes. The writer has heard a 
great German industrialist brutally de- 
clare that the Germans are, “unquestion- 
ably the superior race of Europe,” but 
have been deprived by an unkind fate 
of their birthright of superior resources 
notwithstading that the obvious good 
of the world demands that the best ma- 
terials and the best facilities of their 
utilization shall be implemented by the 
supermen. In a smaller scale Italy, 
also pent up, is actually doing in 
Ethiopia what Germany would do else- 
where by intimidation or force. Morally 
Germany has given up nothing she lost 
by the war, except Alsace-Lorraine and 
that relinguishment may be only a 
retractible bribe to France. To the 
reconquest of her lost lands she adds 
a lust for the Ukraine. 

Blocking Germany’s birthright of 
superiority are Russia, sprawled con- 
tiguously over two continents, and the 
French, British, Dutch and Portuguese 
empires holding some 18,000,000 square 
miles which include most of the ex- 
ploitable parts of the earth. On the 
other side of the world, the “chosen” 
Japanese people confront the abundance 
of the same empires and the vacant 
spaces of Mongolia and Siberia and the 
anarchy of China. 

“The War for Redistribution,” if 
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fated, will break out at latest when Ger- 
many feels fully ready to strike. Japan, 
her putative ally, is ready now. An 
observing traveler, recently returned 
from Germany, says that it is appalling 
to see the feverish preparations going 
forward in that country for the new 
“Der Tag.” He says that the great 
push may come within a year, but will 
not be delayed beyond two years. Japan 
may be consulted for the timing. The 
spearhead, he predicts, will first strike 
Czecho-Slovakia. Austria will “volun- 
teer.” Then will fall the peace house 
of cards, embroiling afl Europe. The 
issue will not be simple. 

Nor will the struggle necessarily be 
confined to Europe. Despite the fer- 
vent desire and the already frantic 
efforts of the American people to in- 
sulate themselves from the infection of 
war, they may be drawn into it by 
economic and emotional complications. 
As in the last war, material and moral 
considerations may unite to bring about 
that end. To stay out of the war may 
be as disastrous as to go in. If Japan 
and China enter the melee along with 
all Europe our ports will be closed to 
two-thirds of their trade and a new 
and deadly depression will come upon 
us if we adhere to the new concept of 
neutrality as commercial hermitage. 


The Italo-Ethiopian conflict’s rela- 
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tion to “the next war” can not be de- 
termined at the moment. As this is 
written the “cease fire” order has gone 
out as both sides accept the proposals 
of the League for a discussion of peace 
terms. If peace comes with suff- 
cient laurels Italy may conceivably re- 
main in the League and so in potential 
alliance with France and England. On 
the other hand, if the African war 
should result in frustration through the 
League, embittered Italy may be ready 
to revive the old triple Alliance of 
Austria, Germany and Italy and turn 
her back on Stresa and Locarno. In 
that case an airtight alliance between 
France and England is probable, preg- 
nant with possibilities of indefinite post- 
ponement of the German drive. On 
the other side of the world the impli- 
cations of the recent military revolt in 
Tokyo seem to tend toward a harden- 
ing of Japanese policy toward China 
aand Russia under a Japanese military 
version of the Nazi or fascist state. 
This may hurry war against Russia 
before Germany is ready. 

Certain as are the forecasts of war, 
are there no chances for the continu- 
ance of peace? There are two possi- 
bilities of avoiding or long deferring 
war. One is that now that Germany is 
confronted by both Russia and France, 
along with Belgium, Roumania, Czecho- 
Slovakia, Jugo-Slavia, and Britain, she 
may not at the last moment dare the 
trial by war. The other chance is that 
confronted by the horrors of a war 
which may in very truth be the end of 
modern civilization, a surge of “human 
patriotism” may sweep over the world, 
submerging truculent nationalism and 
lead to international co-operation for 
the blessing of people instead of war 
for the aggrandizement of governments. 
There is some chance for the peace of 
an armed world but none for the peace 
of a friendly world. 











Campbell, Wyant & Cannon 
Foundry Co. 
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amount was announced. Apparently 
the shares are on a $1 dividend basis 
annually, with further extras a distinct 
possibility warranted by a good finan- 
cial position and rising earnings. 
Although it is unlikely that earnings 
in the initial three months of the cur- 
rent year were maintained at the same 
rate as in the final quarter of 1935, 
second quarter results should reflect 
accelerated automobile operations co- 
incident with warmer weather. With 
the automobile industry confidently ex- 
pecting to surpass last year’s volume by 
a good margin, Campbell, Wyant & 
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Cannon should participate on propor- 
tionate basis. With only a single class 
of stock outstanding, and no funded 
debt, stockholders have ample reason 
to anticipate a generous share of the 
company’s rising prosperity. 


Pittsburgh Plate Glass Co. 


There are many who are well aware 
that the Pittsburgh Plate Glass Co. is 
the country’s largest manufacturer of 
flat glass but lots fewer who know that 
the company is the second largest maker 
of paints. Fewer still think of the com- 








Earnings Per Share Recent 
1935 1934 Price Div. Yield 
$5.00(e) $2.69 $115 $3.00* 2.6% 


(e) Estimated. * Incl. extras. 








pany as the fourth largest producer of 
alkalies. To these major products are 
added an extensive list of others, in- 
cluding cement, paint brushes, insecti- 
cides, fertilizer, gold leaf, floor wax and 
ladders. In addition to flat and plate 
glass, the company manufactures auto- 
mobile safety glass, in which field it 
shares leadership with Libbey-Owens- 
Ford. Carrara structural glass used for 
wainscotting in halls and bathrooms is 
another Pittsburgh product, as is Her- 
culite glass, able to resist temperatures 
up to 650 degrees. 

The late history of Pittsburgh Plate 
Glass has been marked by the gradual 
extension of the company’s influence in 
the chemical field. In addition to own- 
ing the Columbia Chemical Co., which 
supplies a portion of its soda ash re- 
quirements, the company owns jointly 
with the American Cyanamid Co. the 
Southern Alkali Corp., and last year 
$1,250,000 was appropriated to con- 
struct a chlorine plant. Therefore, 
while the company is still heavily de- 
pendent upon the building and auto- 
mobile industries, it has acquired an 
important stake in one of the most 
promising industrial fields. 

For the manufacture of its products 
Pittsburgh Plate Glass controls its 
sources of supply through ownership of 
mines, quarries, gas wells, limestone and 
clay. Some seventy warehouses are 
located throughout the country and 
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manufacturing facilities are strategically 
located with respect to important distri. 
bution centers. 

The company’s record of earnings is 
one of which it might be justly proud. 
A deficit of only $61,000 incurred in 
1932 was the only loss in almost fifty 


years. Dividends have been paid con- 
tinuously since 1899. From 1919 
through 1931, profits averaged $4.37 a 
share annually. In 1933, net was equal 
to $1.86 a share, further gaining to the 
equivalent of $2.69 a share in 1934. 
The report for 1935 has not been issued 
but it is reliably estimated that net will 
approximate $5.00 a share for the capi- 
tal stock. 

The company has no funded debt or 
preferred stock, the 2,141,914 shares of 
stock representing the entire equity. In 
addition to regular dividends of 50 
cents quarterly a special dividend of 
$1 was paid last year and a similar 
payment has recently been announced. 
In view of the promising outlook, the 
shares may well be placed on a regular 
$3 basis later and still pay extras as 
well. Affording representation in three 
important and expanding industries, the 
shares combine well defined investment 
qualities which do not appear exces 
sively valued, even at current advanced 
levels. 








For Profit and Income 
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large their takings this year. Even the 
utilities, one of the most important 
consumers of copper in normal times, 
will use considerably more copper in 
1936, notwithstanding the unsettled 
political prospect. Surveys indicate 
that the utilities will increase capital 
expenditures some 30% this year. To 
fully participate in the improved out- 
look for demand, it is incumbent upon 
producers of copper and other non-fer- 
rous metals to adhere to the policies 
in effect during the past several years 
and which rendered timely aid to the 
industry internally. In view of what 
has been accomplished in sestoring the 
industry to a profitable status, it seems 
hardly likely that any company would 
risk the folly of discord at this time. 


* * * 


A rejuvenated Allied Chemical has 
been prancing on the ticker stage re- 
cently. Pointing out that Allied is one 
of the few remaining old line blue chips 
that has never been split-up, observers 
pretend to see some connection between 
this and the coming National Lead 
split of 10 for 1. The reasoning is 
obscure, but there is no question of 
Lead’s remarkable ascension on the 
news concerning it. 
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It Can Happen Here 
(Continued from page 627) 








united or divided, where they leave 
the train if they do not play with Lewis. 
“There shall be but one Union, and 
Lewis shall be his prophet!” 

But there are drab souls who recall 
the days of Debs and one big railway 
union and the Knights of Labor, the 
flashy I. W .W., the metal miners, the 
steel rout of 1918, etc., who have seen 
the labor movement in America rise and 
fall, who think that Mr. Lewis may be 
indulging in a fantastic dream of gran- 
deur. They aver that by the time Mr. 
Lewis gets a good start, his guardian 
genius, President Roosevelt, will be 
back on the farm and everybody so 
busy again spending money that they 
will have but little interest in trying 
to establish a cinch on acquiring it and 
none in aggressive labor-organizing 
work; and labor will be in another 
period of lotus sleep. And the sun of 
the new prosperity will shine down on 
the battlefield where organized labor 
fought itself to suicide. 

On the other hand we may promptly 
see something like the recent Japanese 
revolt. Mr. Lewis and his captains 
may make a jiu-jitsu retreat, only to 
take over the power. Next fall the 
A. F. of L. may be Mr. Lewis, and 
his now rebellious committee may be 
the militant organizing and adminis- 
tering power of the American Federa- 
tion of Labor. 

If it come that way by Mr. Lewis’ 
smashing assault on the old labor or- 
der, we shall see an inclination of the 
unions toward extreme _ radicalism, 
communism and labor dictatorship. The 
mass unions are the natural “culture” 
of the bacilli of social destruction. The 
hotheads, soreheads, boneheads, and 
malcontents can go further with the 
man who is organized solely to conquer 
a job than with the man who is 
grouped by a common bond of excel- 
lence of craftsmanship. The man who 
knows a trade has real, if imponder- 
able, wealth—an individual possession. 
He is a capitalist of productive knowl- 
edge, he is something more than a 
human automaton in a mechanical class 
movement. The craftsmen are the elite 
of the labor world, the selected leaders, 
and they believe that enduring or- 
ganizations of labor must be based on 
creative worth and close community 
of interests and activities. The whole 
history of labor in America is, they 
say, one of persistent but undiscouraged 
failure of mass organization. But it 
always comes back. 

The communists are pretty dumb in 
economics but they are smart and real- 
istic in politics. They want no success- 
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Dividends and Interest 














DIVIDENDS 


ARMOUR 4NxND COMPANY 
(ILLINOIS) 


On February 21 a quarterly dividend 
of one dollar and fifty cents ($1.50) 
per share on the $6.00 prior pre 
ferred stock and a dividend of one 
dollar and fifty cents ($1.50) per 
share on the 7% Preferred stock of 
the above corporation were declared 
by the Board of Directors, both pay- 
able April 1, 1936, to stockholders of 
record at the close of business March 


10, 1936. 
E. L. LALUMIER, Secretary 


ARMOUR 4nd COMPANY 
OF DELAWARE 


On February 21 a quarterly dividend 
of one and three-fourths per cent 
(134%) per share on the preferred 
stock of the above corporation was 
declared by the Board of Directors, 
payable April 1, 1936, to stockhold- 
ers of record at the close of business 
March 10, 1936. 


E. L. LALUMIER, Secretary | 























The Bell Telephone Company of Canada 
Notice of Dividend 
A dividend of one and one-half per 
cent (1.50%) has been declared payable 
on the 15th day of April, 1936, to share- 
holders of record at the close of busi- 
ness on the 23rd of March, 1936. 
F. G. WEBBER, Secretary. 
Montreal, February 26th, 1936. 


LOEW’S INCORPORATED 


“THEATRES EVERY WHERE”’ 
February 26th, 1936. 
HE Board of Directors on February 24th, 
1936 has declared a quarterly dividend of 
50c per share on the Common Stock of this 
Company, payable March 31st, 1936 to stock- 
holders of record at the close of business on 
March 13th, 1936. Checks will be mailed. 
DAVID BERNSTEIN 
Vice-President & Treasurer 











GENERAL 
MILLS, ™. 


31st Consecutive 


Preferred Stock Dividend 
February 28, 1936 
Directors of General Mills, Inc., announce 
the declaration of the regular quarterly divi- 
dend of $1.50 per share upon the 6% Cumula- 
tive Preferred stock of the company, payable 
April 1, 1936, to all Preferred stockholders of 
record at the close of business March 10, 
1936. Checks will be mailed. Transfer books 
will not be closed. This is the thirty-first 
consecutive dividend on General Mills’ Pre- 
ferred. (Signed) Karl E. Humphrey, 
Treasurer. 








WHY NOT 














UNION CARBIDE 
AND CARBON 
CORPORATION 


vW 


A cash dividend of Fifty cents (50c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable April 1, 1936, to 
stockholders of record at the close 
of business March 6, 1936. 
ROBERT W. WHITE, Treasurer 








ANACONDA COPPER MINING CO. 
25 Broadway 
New York, February 27, 1936. 
DIVIDEND NO. 1138 

The Board of Directors of the Anaconda Copper 
Mining Company has declared a dividend of Twen- 
ty-five Cents (25c) per share upon its Capital Stock 
of the par value of $50. per share, payable April 
20th, 1936, to holders of such shares of record at 
the close of business at 12 o’clock, Noon, on March 


14th, 1936. 
D. B. HENNBESSY, Secretary. 











THE TEXAS CORPORATION 


¢ 134TH Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 











A dividend of one per cent (1%) or 25¢ 
per share, on the par value of the shares 
of The Texas Corporation has been de- 
clared this day, payable on April 1, 1936, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on March 6, 1936. The 
stock transfer books will remain open. 
C. E. WoopsrinGE 
February 20, 1936 Treasurer 














Endicott Johnson Corporation 
Dividend No. 68 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and a Common Dividend 
of Seventy Five Cents ($.75) per share, payable 
April 1, 1936 to stockholders of record at the 
close of business March 18, 1936. 

Checks will be mailed by Irving Trust Company, 
Dividend Disbursing Agent. 

MAURIOD BE. PAGE, Secretary. 
February 20, 1936. 


To the President of a Dividend- 
Paying Corporation :— 


Why should you publish your dividend 
aula in The Magazine of Wall Street? 
You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our magazine, 
seeking sound securities to add to their 
holdings. 
By keeping them informed of your di- 
vidend action you create a maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 
Place The Magazine of Wall Street 
on the list of publications carrying 
your next dividend notice! 
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NDER N R A the mass pro- 
duction industries and big 
business organized what they 

called company unions in order to 
show some sort of compliance on 
their part with the provisions of 
that act. These company unions 
were nothing more or less than 
industrial unions, but they failed 
along with N R A when the Su- 
preme Court entered the field. The 
Communists favor the industrial 
unions for organized labor. They 
think the industrial unions are 
good. They are good—for Com- 








Industrial Unionism Has Been Tried 
and Found Wanting 


A Special Statement by Franx Durry, 
General Secretary of the United Brotherhood of Carpenters and Joiners 


munism. William Z. Foster says: 
“The workers cannot be united nor 
can the unorganized be brought 
into the unions on any other basis 
than organization into industrial 
unions. The Communists will, as 
they always have, support with all 
their energies the movement for 
organizing the unorganized work- 
ers in the A. F. of L. industrial 
unions.” 

Very kind of Mr. Foster, but 
very dumb of A. F. of L. if it 
plays this wily Communist’s 
game. 











ful labor unions, for craft unionism is 
individualism and opposed to socialism. 
Hence their warm advocacy of the 
industrialization of all unions. They 
have read history and know that way 
failure lies for unionism and a better 
chance for the state to take over the 
proletariat which is what they are 
after. Foster, Browder, every com- 
munistic snake in the union grass is 
whooping it up for industrialization 
and the union dissolution which they 
say is essential to the communization 
of the workers. When men cannot 
regulate their own affairs they turn 
helplessly to the state—and liberty 
disappears. 

Much complaint is heard in and out 
of the industrial unions against Mr. 
Green. He is said to be of too small 
caliber for his job, too conservative, 
too calin. Sometimes he is even called 
a traitor because although all his work- 
ing life was passed in the mass miners’ 
union he is now the head of the league 
against industrial unionism. He has 
to endure comparison with his great 
predecessor, Samuel Gompers, and he 
is neither so crafty and subtle, so 
plausible and convincing, as Gompers, 
nor so carnally masterful as Lewis. 
Against Green, Lewis rages and like- 
wise coos, for he can be as smooth as 
silk when that tactic is indicated. 

But wherever right is in this inexor- 
able division of union labor, the split 
is a great wrong for the American pub- 
lic, a menace to our social order and 
a threat to business peace and pros- 
perity. Strikes are breaking at the 
rate of a hundred a month, and the 
strike-idle average has not been so 
large since 1922. There is real danger 





that business, in the weakness of con- 
valescence, may be stricken by labor’s 
quarrels. Unionism, conservative Amer- 
ican unionism, hitherto relatively con- 
servative under either Green or Lewis, 
in fact, is destroying its armor and 
wasting its ammunition in civil war, 
while the red enemy flares at the 
gates and intolerant employers applaud. 
Red and white enemies anticipate with 
equal satisfaction the doom of the 
crafts. But there is more shrewdness 
in the plotful hopes of the reds than 
in the angry longings of masters of 
industry who can see only old feuds 
between labor and capital where the 
shrewd reds see the future ruin of 
both. 








Hercules Powder 
(Continued from page 647) 








beyond the narrow confines of what is 
best merely for the common stock- 
holders. This minority takes imto con- 
sideration all who have invested money 
in the business. Hercules is among 
them. Strong financially, perhaps be- 
yond needs, having no funded debt 
and with a credit standing of the high- 
est, Hercules could have easily wiped 
out its preferred stock by means of 
bank loans and a modest issue of bonds. 
Instead, however, a compromise which 
seems fair to everyone was evolved. 
The 7% preferred which was 
callable at 120 was made a 6% 
preferred, non-callable prior to Novem- 
ber 15, 1941. In this way was the com- 


mon stockholder benefited by a reduc 
tion in demands prior to his own, while 
those who had placed preferred stock 
money in the business suffered some loss 
of income in line with the low interest 
rates that currently prevail, but were 
not entirely deprived of the return on 
which many of them undoubtedly de- 
pend. 

So far as the outlook for Hercules 
Powder is concerned, it must be con- 
sidered good. If the common stock 
hardly offers brilliant prospects of dyna- 
mic ascension, it does afford the oppor- 
tunity to invest under fair-dealing man- 
agement in an enterprise that can be 
counted upon to participate fully in the 
further recovery of general business 
which is so confidently expected. 








New Trends in Earning 
Power 


(Contiued from page 624) 








mend it—except possibly the exception- 
ally high price in relation to earning 
power at which the stocks of its mem- 
bers sell. The chemicals cater to every 
industry in the country and must, 
therefore, participate fully in further 
recovery. In addition they possess 
that dynamic appeal which comes from 
the constant development of amazing 
new products and processes. No in- 
vestor can be immune to the glamor 
that surrounds the chemicals, for the 
possibilities are there to be seen even 
by the most sceptical. 

So far as last year is concerned, the 
chemical record is as yet incomplete, a 
number of companies not having re- 
ported. Du Pont last year earned the 
equivalent of $5.04 a share of common, 
compared with $3.66 during 1934; for 
the same two periods Mathieson Al- 
kali earned $1.44 and $1.20, and Com- 
mercial Solvents $1.02 and 89 cents. 
As other reports come in, however, they 
are certain to reveal the almost uni- 
versal betterment registered by the 
chemical industry. There seems to be 
no valid reason for believing that the 
gains will not continue and, as has been 
said already in regard to these compan- 
ies, it is only a question of how much 
of their bright future is discounted by 
current prices—something which the 
strictly long-pull investor might do well 
to ignore. 

The earnings available to common 
stockholders in public utilities last year 
were curiously mixed. For the New 
York utilities they were lower, Con- 
solidated Gas of New York reporting 
$2.00 a share of common, compared 
with 18 cents more in 1934; Brooklyn 
Union Gas, $3.64, against $4.26. On 
the other hand, other operating com- 
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pose, 


E AM eertainly 


pleased with the way 
The Magazine of Wall 
Street digs into the 
great mass of vague 
theories and conflict- 
ing viewpoints on the 
economic and busi- 
ness outlook now ecur- 
rent, and supplies 
practical, under- 
standable informa- 
tion useful to my par- 
tieular needs.”’ 


—A subscriber’s recent letter 


This is the work THE MAGA- 
ZINE OF WALL STREET is 
prepared to do for you — to 
interpret the changing trends of 
the present era so that you may 
plot your investment course in- 
telligently, leisurely. 


Every issue of THE MAGAZINE 
OF WALL STREET brings you 
a clear picture of the many far- 
reaching developments in busi- 
ness, economics and politics— 
two to three months ahead of the 
regular “news” channels. 


See for yourself how each issue 
can keep you posted on your 
present investments — point out 
new opportunities. 


Accept This Special Offer 


Take advantage of our special 
trial subscription offer described 
in the coupon below. 


The MAGAZINE of WALL STREET 
90 Broad St., New York, N. Y. 
00 I enclose $1.00. Send me the four is- 


sues of The Magazine of Wall Street be- 
ginning with your next issue. 


0 If you would like to have this special 


offer cover eight issues instead of four, 
check here and enclose $2.00 


Mail Coupon Today——— 
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Active Issues 


Quotations as of Recent Date 


1936 
Price Range 
——————.. Recent 
Name and Dividend High Low Price 


Alum. Co. of Amer......... 152 87 150 
87 





Amer. Cyanamid B (.60 40% 29 
Amer. Gas & Elec. (1. 40). 4334 37 40 
Amer. Lt. & Tr. ~ Ee 22% 17 2034 
Amer. Superpowe: 4 2 8 
Assoc. Gas Elec. 23 | 1% 
Atlas Corp. (t.40).. 16 13 143 
Cities Service.. ; of 3 6% 
Cities Service Pid |. 59 41% 49 
Commonwealth Edison ( 4):: : 112 97 103 
Consol. = “— - pkewic 90% 84 89 
Cord Corp.. Gaaee Sod a8 4% 6% 
Crane Co.. 29} 2534 28 
Creole Petroleum ic 20). 3454 19% ty) 
Elec, Bond & Share........ 153% 19 
Elec. Bond & Share Pfd. (6). 82 714% #7 
Elec. Pr. Assoc. A.......... 9% 6% 9% 
Fisk Rubber 9 6% 8 
Ford_Mot. ot ‘Can. “A ({.60) 283g 2444 27 


1936 
Price Range 
—————.. Recen 
Name and Dividend High Low Price 
Ford Motor, Ltd. (.10) .. 9% 8% 9 
General Tire.............. 93 73 80 


Glen Alden Coal (*1).. 18% 18% 15% 
Hudson aa M. & S. (1).. 283 2234 26% 
Humble eer 3% 62% T1 
Imperial Oil (*.60)......... 24 20 23 

e Shore Mine, . ae 59 51 65 
National Sugar Ref. => ss | ae 38? 





* Annual rate—not including extras. 


t Paid this year. { Paid last year. 





panies made gains. Detroit Edison, 
profiting by the feverish activity in 
the automobile industry, reported a 
huge jump in earning power for last 
year—from the equivalent of $4.28 a 
share in 1934 to $7.60 a share for 1935. 
Consolidated Gas of Baltimore, which 
probably has made more consistent 
progress from the stockholders’ stand- 
point than any other utility in late 
years, earned $4.41 a share in 1935, 
against $4.04 in 1934. 

In general, the holding companies 
made gains last year, despite a continu- 
ance of the political agitation against 
them. The recent TVA decision by 
the United States Supreme Court 
hardly settled anything and the public 
Utilities Act has still to be adjudged 
constitutional or unconstitutional by 
the same tribunal. Thus, a sword still 
hangs over the heads of the public 
utility holding companies. Apart from 
this, however, the recently established 
tendency for gross revenues to increase 
faster than taxes and costs is of favor- 
able significance to those who have in- 
vested their money in these companies. 

Last year was a record-breaker for 
the big finance companies. Commer- 
cial Investment Trust purchased re- 
ceivables within a fraction of the bil- 
lion-dollar-mark and earned the equi- 
valent of $6.25 a share of common 
stock, compared with $4.61 a share in 
1934. Commercial Credit reported 
earnings equal to $5.60 a share of com- 
mon for 1935, against $4.11 for the 
previous period. It is, however, not 
altogether certain that this remarkably 
favorable trend of earning power will 
continue uninterruptedly. A concerted 
movement is under way to bring instal- 
ment financing charges down. Auto- 
mobile financing, a major part of the 
business, is now being done at a lower 


rate than ever. At the same time, com- 
petition from banks and other institu- 
tions is increasing. 

Thus, so far as the future earnings of 
the finance companies is concerned, it 
becomes a question of whether they 
can attain increased volume sufficient 
to offset a lower margin of profit. This 
they may well be able to do, for not 
only are more and more things being 
sold on the instalment plan, but the 
companies themselves are branching out 
into virgin fields, such as the financing 
of equipment purchases for manufac: 
turers. Little fault could be found 
with an opinion that holds that the big 
finance companies will continue to 
make a very fair showing until such 
times as money rates harden materially. 
This is not a near-term prospect, but 
when it does occur it may well squeeze 
profit margins somewhat. 

From this summary it is apparent 
that now, as always, the trend of all 
industry is not uniform. Special cir- 
cumstances militate against certain com 
panies, while others forge ahead. The 
same will be true in the months ahead, 
although as the process of recovery 
goes on and becomes more dynamic as 
it will unless halted by developments 
now unforeseen, an increasing number 
of companies should join in the general 
uptrend of earnings. 








For Features 
To Appear 


In the Next Issue 


See page 613 
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New Issue 





Dated March 1, 1936 


Dillon, Read & Co. 


This announcement appears as a matter of record only and is under no circumstances to be construed as an offering o there 

ewscurities for sale, or as an offer to buy, or asa solicitation of an offer to buy, any of such securities. The po ere a made 

oaly by the prospectus, dated March 10, 1936; the prospectus does not constitute an offering by any Principal Underwriter in 
any state in which such Principal Underwriter is not qualified to act as a dealer or broker. 


$60,000,000 


Shell Union Oil Corporation 


Fifteen-Year 312% Debentures 


Price 99% 


plus accrued interest from March 1, 1936 to date of delivery 


Copies of the prospectus may be obtained from any of the undersigned. The né ames of the several Principal 

Underwriters (as defined in the Federal Securities Act of 1933 as amended) in respect of the securities to 

which the prospectus relates, and the amounts which they severally have underwritten, subject to the conds- 
tions specified in the Underwriting Agreement, are set forth in the prospectue. 


Among such Principal Underwriters are: 


Hayden, Stone & Co. 
Lee Higginson Corporation 
Edward B. Smith & Co. 


Brown Harriman & Co. 


Incorporated 


The First Boston Corporation Lazard Fréres & Company Dominick & Dominick 


Incorporated 


March 10, 1936 


Due March 1, 1951 


Lehman Brothers 


Blyth & Co., Inc. 














As I See It 
(Continued from page 617) 








Nations and could sit on the sidelines 
watching for advantageous openings. 
This was Germany’s opportunity to ne- 
gotiate for Nazi control of Austria in 
exchange for focussing the attention 
of the League of Nations on Europe— 
leaving Mussolini free to carry out his 
ambitions in Ethiopia. For Mussolini 
this was a brilliant manoeuver. 

It is now apparent that the disturb- 
ance created by Germany’s demand for 
the return of her colonies in January 
was so timed that it had the effect of 
slowing down the application of sanc- 
tions against Italy. The French hesita- 
tion to support England resulted, and 
Germany then took advantage of the 
English resentment against France by 
making conciliatory concessions on air- 
craft limitations. 

England's friendly attitude toward 
German affairs came as a direct result 
of the failure of France definitely to 
back up the English fleet in the Medi- 
terranean. This was a crucial time for 
the British Empire. The selfish and 
ungenerous attitude of the French 
made it definitely clear that she could 
not be depended on, and England gave 
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her a taste of steel. When Edward 
the VIII, on his accession to the throne, 
showed great favor to the German Am- 
bassador, the French press was hys- 
terical. Yet, it was the reluctance of 
the French to stand decisively by Eng- 
land against Mussolini that endangered 
the British Empire,—resulting in re- 
newed friendship of England and Ger- 
many in spite of lack of sympathy with 
the Nazi regime. Although England 
has always considered the Treaty of 
Versailles too stringent and was fed 
up more than once with French diplo- 
macy—which, as a matter of fact, op- 
ened the way for the Nazism of today, 
—she nevertheless continued to support 
the French against Germany in accord- 
ance with her alliance. 

The seven points of Hitler’s demand 
fits in with English ideas and Germany 
agreed not only to a definite under- 
standing on aircraft, but also offered to 
negotiate a bilateral treaty with Hol- 
land, which is something that the Eng- 
lish have long desired. In Hitler’s book 
“Mein Kampf” he discards the “junker” 
objectives for colonial possessions and 
frankly says that Germany's future 
lies toward Russia—particularly the 
Ukraine,—that necessity demands that 
her supplies of raw materials lie close 
to home. To frustrate her, the recent 
Franco-Russian Treaty was consum- 
mated. Germany’s reply to this new 
piece of French diplomatic folly was 


to negotiate an understanding with 
Japan. The advantage of this Franco- 
Russian treaty is problematical, for 
while Russia may have a well equipped 
army and air force, she has no genius 
whatever for organization, nor has she 
the capacity efficiently to execute and 
carry through. Her leaders are experts 
in propaganda only. Russia, because 
of her lack of railroads, fills the press 
with stories of her superiority in the 
air and prophesies that future wars 
will be fought in the air. This can only 
impress the layman for experts well 
know that the life of aircraft in active 
war is a matter of a few months and 
that battles are won by well-fed and 
well-supported infantry. 

Again, it would surely make Rus- 
sia hesitate to attack German efficiency, 
if at the same time Japan was likely 
to invade the Soviet Eastern frontier. 
Another factor: With Japan as an 
ally of Germany there is a very live 
possibility that France would lose 
French Indo-China, long coveted by 
Japan as a food resource. And finally 
there is another factor—and this one 
of importance to white races every- 
where—that a war in Europe would 
give the yellow races, under the lead- 
ership of Japan, the opportunity for 
a test of yellow superiority. It is all 
these things which strengthens Ger- 
many in her demands. 

Face to face with the devastating 
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Active Issues 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 


Bankers (2) 

Bank of Manhattan (114) 

Bank of N. Y. & Trust hand 
Central — wom deca 
Chase (1.40 ee reneeteuu 


Empire (1) 
First corny 5 (100). . 
1 


Manufacturers ie Ma). 
New York i 

Public (1. 

United eds (*70) 


INSURANCE COMPANIES 


Aetna Fire (1.60) 
Aetna Life (*80) 
Carolina (*1.20).... 
Glens Falls (1.60) 
Globe & Rutgers 


possibilities inherent in this situation 
war is unlikely at the present time. 
Rather, the situation will result in 
giving Mussolini unhampered oppor- 
tunity to conquer Ethiopia,—that Euro- 
pean intrigue which gives Mussolini 
his way may produce the Anschluss 
between Austria and Germany, shift- 
ing the balance of power in Europe to 
the pre-war status. Even the possibility 
of the peaceful restoration of Germany's 
lost colonies is possible. Will Germany 
then dominate Europe? I doubt it. For 
drunk with success, as always, she will 
make the same stupid psychological 
blunders that have marked her history. 
The fatal German psychology of su- 
periority has always produced her own 
downfall. 

As for Japan and Russia—we will 
leave that to some other time. 








Are Stock Prices Too High— 
or Not High Enough? 


(Continued from page 619) 








As long as this expansion of bank 
money by the Government’s borrowing 
goes on there is not the remotest chance 
of a renewal of monetary deflation or 
a consequent major liquidation of equi- 
ties for cash. 

Finally, it is to be remembered that 
our income tax policy plays a very im- 
portant part in facilitating and pro- 
tracting a rise in the stock market, 
once the underlying setting is favor- 
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INSURANCE COMPANIES—(Continued) 


Great American (*1.20) 
Hanover F. (1.60) 
Hartford Fire — 
Home (*1.20).. 
National Fire (2). 

hi *214) 


Travelers (16) 
United States Fire (*1.70)........ 
Westchester F. (*1.40)........... 


INVESTMENT TRUST SHARES 


Bullock Fund 
Corporate Trust—AA 
Fidelity Fund 
Incorporated Investors........... 
Mass. Invest 
Nation-Wide Securities B 
No. Amer. Trust Shares 1958. . 
Quarterly Income Shares 
Spencer Trask Fund.. ee 
Uselps Voting Shares.. 
* Includes extras. 


able to it. The reason for this is that 
large investors have nothing to gain 
and much to lose in cashing profits that 
will be subject to an income tax of 40 
per cent or 60 per cent or more, de- 
pending on the size of the income. 

Suppose such a large investor be- 
lieved there is coming a reaction of 25 
per cent in the market. If he must 
pay a tax of 25 per cent or more on 
the profit that he might make by sell- 
ing out now and trying to buy his 
stock back on the bottom of the reac- 
tion, clearly he would be foolish to sell. 

In short, the long-range business 
prospect, the profit prospect, the mone- 
tary factors and the tax factor all com- 
bine to support the opinion that the 
market as a whole is not too high and 
that anything more than normal inter- 
mediate reaction is highly improbable 
as far ahead as can now be seen. 

What does this mean in relation to 
the market policy of the individual? 
It means that the investor will be very 
foolish if he attempts to play for reac- 
tions which we doubt will at the out- 
side exceed 10 to 15 per cent in the 
composite market average—thereby 
taking large risk of losing his position 
and ultimately paying more, rather 
than less, for his stock. 

To the speculator, who on the aver- 
age will make less by jumping in and 
out of the market than the investor will 
make by sitting tight through a recov- 
ery cycle, it means something else again. 
No matter what the longer prospect, 
he will be embarrassed by reactions of 
no lasting significance if he risks com- 
mitting himself to the limit in a mar- 


ket which has now advanced for 
year without more than trifling re 
versal. 

To neither the investor nor the specu- 
lator does it mean that all stocks are 
cheap or that stocks can be safely and 
profitably bought without the closest 
of discrimination now or any otheg 
time. 








Men, Ideas and Achieve- 


ments 
(Continued from page 630) 








of our actual unemployment 
will have vanished and manufac 
turing and service industries wi 
then have enough business to take 
on the rest. In short, the sore spots of 
unemployment are in the least mechan 
ized fields. In fifty years there 
been a vast increase in our standard 
of living, a tremendous rise in peg 
capita income, an eight-fold multipli 
cation of per capita wealth. During 
this period installed horsepower in in 
dustry increased 400 per cent. O 
present trouble is merely continuing 
depression in some of the most im 
portant sources of work. It is not thé 
machine. 
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Happening in Washington 
(Continued from page 621) 








same from Virginia and western Ten 
nessee to New York City. “Local ad 
vantages of position entirely nullified.” 
Business is divided on the issue 
and it will take on the nature of 
regional competitive battle. So 
interests seem to be asleep at the 
switch, not being represented a 
hearings. Better ask your Congress 
man for particulars. 


Crop control will be practically out 
this year. New agricultural relief plan 
will function fully only in respect o 
payment of benefits. Plantings will be 
practically what each farmer would 
plant if there were no regulation. Pres 
ent outlook is for large yields and 
larger acreages than last year—also for 
good prices. Farmers eat their cake 
and keep it, too. Good for business. 


The lobby for the Patman Bill, 
staged like a multiple circus in Wash 
ington last week—every Congressman 
on exhibition at a stated point “through 
out the city’—is one lobby that will 
not be investigated. Yet the Patman 
Bill is primarily a measure to raise 
prices to the consumer. It will pass 
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